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War Scare Politically Inspired 


“I’m not imnressed with the war scare. Do sou remember 
the depression we were going to have the minute after the 


read: 


‘*‘Survey 
Shows 87% 


of Students war ended? Everyone talked about it; it was the best adver- 

Never Heard tised depression this country had ever known and then it 

of Horatio didn’t happen. I think exactly the same thing is true of war 

Alger. with Russia. It’s the best advertised war we’ve ever had 
New there and, like the depression which did not occur as advertised, 

was a time it ig not going to happen as advertised. Mr. Truman has 


taken a leaf from Mr. Roosevelt's book of emeragencies, He’s 
trying desperately to get the peonle so badly scared that 
they’ll re-elect him.” Editor’s Note: Mr. Emery concluded 
the address given herewith with the above reference to the 
widespread talk of the imminent danger of war with Russia. 
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|all that was 
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struggle of the office boy that|A recent survey reveals the 
wanted to become president of | startling fact that this trend has 
| the firm. | proceeded to the point where 41 
| And it is worth noting that in| out of every 100 Americans would | 
Horatio Alger’s time, to be the | Tather look to the government for 
— ~ a company, or an | a eeset Tamanna” Feta! 
e general manager, or e | prevat Sa Sa 
| superintendent, or the “bull-of- | this is not surprising when we, 
i tee-woods.” all were worthy wong | realize that already more than | 


obvious reasons why. Let’s ex- | 
amine some of them. 

In the first place, our system of | 
living and working together has | 
become exceedingly complicated, | 
even though its basic principles | 
haven’t changed. Everything we | 
do is now far more complex than | 
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| bility, either in the eyes of the|lotment of some sort. One out 
office boy or in the opinion of the |of every tenth job in the United 
| public generally. States 


| Nowadays the public is more | e government. 
_inelined to think about the key | Our over-dependence on the 
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officials of any business as vague | beneficence of bureaucracy is evi- 
‘entities in the collective term | dently converting us from a coun- 
|“management”—and management | try of Horatio Algers into a na- 
|you will agree, is not always an|tion of “securocrats.” Indeed, 
inspiring term in our current | Pinion studies show that already 


ber of bad things management | @dly a_ socialist economy. - 


men get credit for—one might | System in the world, is on very 
even come to the conclusion that | thin ice. 

“management” and “businessmen” | 
_are a couple of new cuss words in | visible to all that ours is also the 


their | 15,000,000 people are either on’ 
'own right. At present one cannot | some kind of government payroll | 
'be so sure about their respecta-| °F are drawing a government al- | 


is currently supplied. by | 
| all-trades. 


| language. In fact, just to read the | more people in this country would | 
stories about business in the daily | T@ther work for the government) 


The | 


gets blamed for in contrast to the | conclusion is no longer escapable | 


| hi ; _| that ours, the last free enterprise | < 
number of good things business ili aieek Teatieieae, torte oar sii 


'finally buys or uses it after it is 


Yet is is a matter of simple fact | through channels mede up. of 2 


it was in Horatio Alger’s day. All | 
of which conspires to obscure | 
what once was obvious. 
This is the age of specialization. | 
in contrast to the time when al- 
most every man was a jack-of- 
The boss once prided | 
himself that he could do every job. 
in his plant as well or better than 
the man who worked at it. But, 
today, “management” is made u» 
of specialized executives, each 
one an expert in some narrow 
field. 
Down in the shon, even the low- 
liest worker is also a _ specialist 
performing one routine function 
over and over. He never fin'shes 
any single product and he has ne 


completed. It goes to market 


lot of other specialists, some of 





HAnover 2-0700 NY 1-1557 
New Orleans, La.-Birmingham, Ala. 


Direct wires to our branch offices 














a] 


OIL STOCK 
Selling Under *3 


Producing oil and natural gas. 
1947 net earnings 222% above 
1946. Current crude prices indi- 
cate higher 1948 earnings. Has 
interests in over half million acres 
of land yet undeveloped. Dividend 
payer since 1940. Capable ag- 
gressive management. Statement 
available. 


S. R. MELVEN & CO. 


125 Cedar St., New York 6, N. Y. 
WOrth 4-7786 Teletype NY 1-570 








4 





Mackinnie Oil & Drilling 
Texas Gas Transmission | 
Memphis Natural Gas 
Tudor City Units 


Frank C. Masterson & Co. 


Established 1923 
Members New York Curb Exchange 
64 WALL ST. NEW YORK 5 
Teletype NY 1-1140 HAnover 2-947C 








our language. 
It is also disturbing to find that 


| dynamic growth of our nation and 
Our business system have fallen 
into disuse or disrepute. 


associated with “movie charac- 
ters.” “Capitalist” is now an out- 
right epithet and even “free en- 
terprise” is taking on a tarnish. 


Risk taking in a business ven- 
ture with the prospect of making 
a profit has come to be suspect 
as a Slightly illegal if not ava- 
ricious practice. The pursuit of 
security on somebody else’s pay- 
roll is held out as a far wiser in- 
eentive than the doubtful prospect 
of being one’s own boss and per- 
haps creating new jobs for others. 
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| strongest, most prosperous econ- 
| omy in the world, victor in a total 


nations which 
| would face starvation and bank- 
|ruptey without our support. 


wise, are without parallel. But, 
in spite of all this, we are con- 
stantly in turmoil, stirred up by 
home-grown agitators who would 
trade our system in on a dictator- 


ship. 
Why? 


Is it perhaps-that our system is 
dying of ignorance or at least suf- 


\itis? It is quite possible that so 
few people now understand how 
our free private economy works 
that they have no real apprecia- 
tion of why we are so well off or 
| what the true sources of our good 
fortune really are. There is 
mounting evidence that this is 
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mainstay of a} 


Our | 
Terms | Own Standard of living is so high | 
like “rugged individualism” and | there is nought to compare it with, 
“pioneering” are now pretty much | @nd our personal freedoms, like- | 


|fering from take-it-for-granted-_| 


| mechanized and specialized. 


whom never even see the prod- 
uct. And the whole business sys- 
tem that does all these things 
is owned by millions of peonle 
who never so much as see the 
parts they own. 


like specialists these days. 


| it’s only part of a mechanical 


/ment. A crew of specialists hea‘ 
\it, keep it clean, and open and 


| shut its doors. 


Other specialists wash our 
| clothes, provide us with transpor- 
| tation and do most of our food 
| preparation. The modern house- 


| wake is a snecialist in can open- 


| ulating. 
| Our political life is likewise | 
‘now conducted by svecialists— | 


| thousands of them which we cal! 
| “bureaucrats.” The term itself 
or 


comes from bureau 


‘with alphabetical names. Each of 

these bureaus is staffed bv “spe- 
cial” specialists, each 
with performing some function of 
government on authority dele- 
gated by Congress or the Pres- 
ident. Since bureaucrats are not 
elected, they are not directly re- 
sponsible to the people whose 
lives and affairs they control and 
regulate by the power delegated 
to them. 


Education has also _ beco™e 
The 
one room schoolhouse is gone and 
so is the teacher who taught us 
“evervthine.” Nowadays teach- 


(Continued on page 40) 
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At considerable pains we have read the complete record, 
'all of the testimony given on the hearing before Business | 
| District Conduct Committee, of District No. 13, and later, | 
on appeal before the National Business Conduct Committee | 
_of the Board of Governors. 
| The complaint against the respondent, R. H. Johnson ge | 
| €o., involved a claimed violation of Section 1 of Article III | 
'of.the Rules of Fair Practice. It was alleged that there had | 
| been an unauthorized cancellation by the respondent of a 
'contract to purchase 100 shares of Chicago, Milwaukee & 
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|St. Paul common stock ‘‘when issued.” 


| Our attitude concerning trials by administrative bodies 
'is well known. Editorially, we have demonstrated what we 
| regarded as un-American methods of procedure before these 
| 
| 





| bodies because they exercised multiform functions of investi- 
gator, prosecutor, judge and jury. 


To correct this injustice, the Federal Administrative | 
| Procedure Act was passed. However, it is no secret that by 
_administrative interpretation the safeguards of this Act are) 

being methodically whittled away. | 


| Despite the fact that there has been an organized at- | 
_tempt to stamp the NASD as a voluntary association, a read- | 
-ing of the Maloney Act, which gave this Association birth, | 
‘makes it abundantly clear that it is but a supplementary | 
administrative arm of the Securities and Exchange Commis- | 
sion. Its pre-trial and trial procedures are, therefore, subject | 
to the same objection as the procedure of the Commission. | 


wish to make it clear that we take no position on the ROE | 
of the guilt or innocence of the respondent. 
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The Prospects for a Bull Market Renewed Inflationary 


By A. J. CORTESE* 


Asserting postwar boom has not yet developed general excesses of optimism which have to be liquidated, 


Mr. Cortese contends depression is not a nearby probability. 


Says a 


grossly expanded supply of money 


is being written into economy and that, even without a rearmament boom, dollar measurements of 
national income and corporate earnings will be for years or generations far larger than before the war. 
Pointing out that pessimism and caution have thrown stock prices backward im the general price up- 


Upsurg 


Vice-President, National 


e Not Inevitable 


TEMPLE* 
City Bank of New York 


Prominent banker, though admitting Russia’s policy is dominating 
domestic business outlook, sees counterbalancing deflationary and 


heaval, Mr. Coriese analyzes internal and external market conditions, which, he says, suggest that we 
are entering a bull market of major proportions. 


pt to appraise the future of the stock market ought to be a study of two | 
One is the great mass of statistics that describe the economic and | 
The other is | 


inflationary influences in situation. Urges both governmental and 

private prudence and restraint in conducting business operations. 

Concludes immediate business outlook good, but softening in spots. 
The import of the analysis we have just heard is that the policy 


of Russia is dominating our domestic business outlook. We are all 
conscious that the ordinary influences in the business cycle are now 


Any attem 
quite different subjects scr 
.inancial developments the net results of which are earnings and dividends. 

he psychol- : armas i a! - 


gy of those 
who will par- 
icipate in the 
market. The 
iirst, difficult 
and compli- 
cated as it is, 
is easier to 
estimate for 
the future 
than the sec- 
ond, but un- 
fortunately, it 
is less rele- 
vant. 
Earnings 
and dividends 
have no direct 
relation to stock prices. One who 
had, in the first quarter of 1946, 
the sagacity to conclude correctly 
that earnings would steadily in- 
crease during the next two years, 


A. J. Cortese 


and who then bought, say U. S. | 


Steel at 96, would have been dis- 
mayed to find his stock decline to 
62. Stock prices are made not by 
statistics, but by human beings. 
When their sentiment is buoyant 
they will pay as much as 25 times 
annual earnings. When they are 
depressed they will sell them for 
as little as 10 times the earnings 
of a group of seasoned high-grade 
stocks. 

Earnings are only one of the 
multitude of factors affecting 
sentiment, which is the predom- 
inant influence on prices. Another 
factor is the movement of the 
market itself. Nothing makes one 


bullish so much as a rising market | have not yet witnessed any gen- | 


and nothing makes him bearish 
so much as a falling one. 


The Bearish Temper 


For over two years we have 
been cautioned on all sides of the 
prospect of a slump in business 
ranging from a moderate recession 
toasevere depression. Businessmen 
and investors have been advised 
repeatedly for a long time that 
break-even points are _ rising 
dangerously, that labor is not so 
productive as it once was, that 
our exports must fall, that rising 
prices are getting beyond the 
reach of average incomes, that 
the cost of living is taking too 
large a part of incomes, that a 
declining rate of credit expansion 
foretells an inevitable fall in com- 
.modity prices and then total col- 


lapse, that we have been living 


x (as it alwa 
+ | inflationary peak. 


ys has been from an 


Throughout this time the pros- 
| pects for peace have steadily de- 
teriorated, confidence in 
United Nations has been declining, 
at least four wars have continued, 
in China, India, Greece and Pal- 
estine and the “cold war” has 
| become intense. 
| multilateral world trade has 
ened. The bankruptcy of Great 
Britain threatens to force a host of 
nations into complex barter. 
Meanwhile, a discontented and 
‘tired world is moving toward 
|greater government regulation of 
| men’s economic life. 
| We have been obliged to give 
our foremost aid to a socialist 
government that is narrowing the 
field of private enterprise. In the 
name of saving our free economic 
system we have resorted to a stu- 





|pendous undertaking in regulation | 


—that of price-fixing the main 
currencies of the world. The con- 


'tradictions in our efforts. not only 


in economic, but also in political 
affairs, have bewildered thought- 
ful people at home and abroad. 


The warnings of our econo- 
mists, the disordered political and 
economic conditions of the world, 
and the deadly struggle between 
the philosophies of free and man- 
aged economies are not the en- 
| vironment in which men indulge 
in excesses of optimism. We shall 
| find later in our review that we 


‘eral optimism so great that it 
must soon be liquidated. 


The Perverse Boom 


In this depressing and unnerv- 
ing environment, which has been 
fully expressed in the stock mar- 
ket, industrial production in this 
country has been rising for the 
past two years. On average, our 
production, as reported by the 
Federal Reserve Board, is now at 
almost twice the rate of the 1935- 
39 average. It is a boom primar- 
ily in the manufacture of durable 
goods, which is 24%, times, while 
the manufacture of non-durable 
goods is less than twice, the rate 
of 1935-39. In spite of high costs, 
private and public construction, 
[in terms of dollars, has been ris- 
\ing. The figures are $4.6 billion 
/in 1945, $9.9 billion in 1946, and 
| $12.8 billion in 1947. New or- 


| 
| 





the | 


) billion at the end of 1947. Corpo- 
| rations secured a total of $4% bil- | 


lions of new money in 1947 as 


compared with 3% billion in 1946. | 
billion | 


Of these amounts, $3% 
raised in 1947 were to be spent on 
plant and equipment as compared 
| with $2% billion in 1946. 


| quarter of 1947, as compared with 
| $104 billion in 1929 and $90 billion 
‘in 1939. 


| The very size and acceleration, 
| measured in dollars, of the post- 
| war boom, apart from its duration 
‘or from any analyses of internal 
|'maladjustments, have alarmed 
many who fear an early repeti- 
| tion of the 1920-21 or the 1937-38 
slump, and some few who expect 
a major collapse like that of 
1929-32, 

We are unable here to go into 
the theory of the causes of slumps. 
Countless fallacious studies have 
been written, heavily supported 
by imposing statistical analyses, 
to prove that various develop- 

(Continued on page 42) 


Alester G. Furman Go. 
Completes 60 Years — 


| GREENVILLE, S. C.— Alester | 
|G. Furman Co., Woodside Build- | 











‘ing, is this year celebrating 60) 
years of continuous service since | 
foundation of the firm by Alester | 
G. Furman in 1888. The firm) 
which originally conducted a | 
brokerage business in real estate | 
and insurance began to act as| 
broker in stocks and bonds with) 
the establishment of the cotton | 
mills and hydro-electric plants in | 
South Carolina between 1900 and | 
1910. The business is now depart- | 
mentalized as follows: Insurance | 
(as agents, brokers and counsel-| 
ors); real estate (as brokers in 
sales, management, and mortgage 
loans); and investment securities 
(as brokers and underwriters). | 
The personnel of each department 
confine -their. activities-to-their- re- 
spective divisions. 





In terms of dollars, the gross | 
The outlook for | national product rose throughout 
dark- | the two years, reaching an annual 
‘rate of $240 billion in the last | 


/ment it is not inevitable, or even 
_| probable, that the Treasury’s cash | 

outlay will exceed its cash intake | 
through June 30, 1949. 


| and 


superseded by extraordinary and portentous events, which are largely 
un predictable® oe 


in character or 
timing or 
both. Because 
of interna- 
tional devel- 
opments, the 
Council of 
Economic Ad- 
visers fears a 
renewed in- 
flationary up- 
surge, the 
Federal Re- 
servé Board 
predicts it, 
and the Treas- 
ury stresses 
the danger 


Alan H. Temple 


that, 
ture and tax reduction, 
soon be operating at a deficit. 


In uncertain circumstances we 


cannot be too fixed in our opin-| 


ions, or too glib in our use of fig- 
ures. As I interpret them, how- 
ever, the facts at this moment do 
not compel us to the conclusion | 
that a renewed inflationary up-| 
surge is inevitable. In my judg- 


It is not 
correct to use, aS sO many do, 


| budget receipts and expenditures | 


as the measure of the impact of 
government operations upon the 
economy. For what really matters 
is how much cash the government | 
pays out to people and how much 
it takes in from them. The gov-| 
ernment’s cash expenditures vary 
considerably from its budget ex-| 
penditures. Such an item as the} 
payment of interest to the social 
security funds, for example, is a 
book entry but not a cash pay-| 
ment. On the receipt side, the net 
cash received by the social secu- 
rity and other trust funds becomes 
available to the Treasury, 
though it is not and of course 
should not be counted as a budget 
receipt. Under conditions of full! 
employment and high income, the 
government may show a balanced | 
budget or even a budget deficit! 


al- | 





| and nevertheless have a cash sur- 


plus. | 

The Executive budget presented | 
last January,-befere tax-veduction 
increased defense requests | 
but including ERP, would have 


through enlarged expendi-| 
it may | 


; morrow. 


| expects. 


beyond ous incomes, that pipe-| gers, as reported by the Depart- 
lines are now filled, that there} ment of Commerce, rose during 


is a shortage of equity capital for|the latter half of 1947. Factory 


_ further capital formation, that the | ee is 11% pga great, 

- , -and payrolls are 3% times as 
a, pean, boom must shortly 'great, as the 1939 averages. De- 
end. en the boom ends, it 41S/ partment store sales, in terms of 
said, the decline will be drastic, dollars, were in a rising trend 


*Mr. Cortese is associated with | throughout last year. Total con- 


Partners of the firm are Alester | yielded a cash surplus of $7 bii-| 
G. Furman, Alester G. Furman, | jjon. This budget, moreover, prob-| 
Jr., Broadus Bailey, Harold O.| ably under-estimated receipts. The 
Gaddy, Arthur C. McCall, Henry | Congressional Joint Committee on 
A. Brown, Mae B. Patrick, Lillian | Internal Revenue Taxation, whose 
Harrison, Allen J. Graham, and |- 
Alester G. Furman, III. | 


The firm is distributing a most 


*Abstract of address by Mr. 
| Temple at the 36th Annual Meet- 
|ing of the Chamber of Commerce 


attractive illustrated brochure de-| of the U. S., Washington, D. C.,| 


| lion. 


| goods and services. 


New York office of W. E. Hutton| Sumer credit doubled from $6% 
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estimates of receipts frequently 
| Lave been moye accurate than the 
| Treasury’s, uses a figure $2.5 bil- 
lion higher; and national income 
estimates now may properly be 
higher than they were in January. 
Congress aiso is voting some re- 
cuction in other items as an offset 
to increased armaments. It is en- 
tirely reasonable to suggest that, 
up to a few weeks ago, a cash sur- 
plus of $10 to $11 billion for fiscal 
1949 was in sight. Against that we 
have now had a tax cut, which 
with refunds may cut into that 
margin more than $5 billions, and 
We should probably count on an 
increuse of $3 billion in expedi- 
tures. Figuring conservatively, 
there is a margin of safety of $2 
billion or higher for miscalcula- 
_ tions and ccntingencies. The con- 
clusion is that the Treasury is 
likely to continue to take away 
from people more money than it 





| Pays back to them. Treasury oper- 


ations are swinging away from the 
deflationary character of the re- 
ceni past, duj it is not yet estab- 


lished that they will become posi- 


tively inflationary. 

A Federal deficit or surplus can- 
not be the whole cause of infla- 
tion or defiation, and our discus- 
sion should noi oversimplify. But 
I have two other reasons for being 


'less fearful of a new inflation up- 


surge than the government agen- 
cies are. We have agreed that the 
policy of Russia is very influential] 


| on our domestic business outlook. 
|Whiie we think we know what 


Russian policy is today we cannot 
be too sure what it will. be te- 
Ii we assume that the 
Russian expansionist policy will 
not be carried to the point of a 
shooting war, we may ‘find that 
our firmness will produce a period 
of at least superficial tranquility, 


| during which Russian expansion- 
|lsm s.ight be held in abeyance to 


await the great capitalist depres- 
sion which all Marxian thinking 
In that event we may 
fee! more tranquil about our in- 
flation danger here, and our plans 
and sentiment would be affected 
accordingly. 

My third point concerns the im- 
pact of the increased expenditures 


,and the tax reductions upon the 


economy. Adding together the 


|estimated ennual amount of the 


tax cut, $4.8 billion, and the in- 
crease of $3 billion in armament 


| expenditures in the coming fiscal 


year we come out with $7.8 bil- 
This is barely over 3% of 
the total current production’ of 
The current 
figure, bear in mind. includes net 
exports fully as large and perhaps 
larger than we shall have under 
the ERP and also defense expen- 
_ditures at an $11 billion annual 
ratc. 

A new stimulating force of such 
amount must influence but may 
not dominate our outlook. It may 
be offset by cpposiie changes in 
the many other categories of pro- 
duction and income. While the 
business outlook ex-defense for 
the next 12 months is on the whole 
strong, it is softening in some 
|spots, particularly in certain soft 
goods, in luxury business gener- 
ally, and around the fringes of the 
home appliance business. If we 


‘|| look at the money supply, whose 


|increase has been the primary 
(Continued on page 5) 
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Steel Productica 
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Retail Trade 
Commodity Price Index 
Food Price Index 
Auto Production 


The 
State of Trade 


| and Industry | “im | 
Y JZ 


A moderate advance occurred in total industrial production the 
past week with output modestly above the high level of the similar 
period one year ago. . 

Bituminous coal output, while it remained considerably below 
pre-strike levels, the supply was generally adequate for current in- 
dustrial needs. It was also noted that deliveries of raw materials be- 
came more prompt than in previous weeks. 

The return of the soft coal miners to the pits restored a greater 
semblance of normalcy to the production of bituminous coal and, in 
the week ended April 17, output as estimated by the Bureau of Mines, 
was 7,715,000 net tons, or an increase of 5,280,000 net tons over the 
preceding week. In the week ended April 19, 1947, however, output 
totaled 12,828,000 net tons and was 19.8% above production in the 
week ended April 17, 1948. 

Bringing to a close the case against John L. Lewis and his United 
Mine Workers Union on Friday last, Associate Justice T. Alan Golds- 
borough on that day postponed “indefinitely” a sentence for civil con- 
tempt of court growing out of Lewis’ failure to terminate the nation- 
wide coai strike. 

However, upon the government’s request, Judge Goldsborough 
left the door open to punish the United Mine Workers’ head and the 
union for civil contempt should the strike be resumed. The govern- 
ment’s request was made on the ground that more than 85% of the 
soft coal miners had resumed work up to that time. On Monday of 
the current week it was reported by operators in leading coal states 























that production of bituminous coal had returned to normal following 


the walk-out that began six weeks ago. 
a” * ae 
The steel markets presented a strong tone the past week but talk 
of a likely general advance in prices soon has been stilled, for the 
moment at least, by last week’s announcement of U. S. Steel Corp. 
that it had denied the substantial wage increase demands of the Steel- 
workers’ Union and that, effective May 1, it was reducing prices on a 


items, stated the magazine “Steel.” 

According to the trade paper, the price reductions, which vary 
in amount for the different products are estimated to total $25 million 
yearly based on 1947 shipments. The overall cut is more than twice 
as large in amount as the total increases last February in the corpora- 
tion’s prices for semi-finished steel. 

The magazine pointed out that reaction of other producers to the 
Steel carporation’s move was not immediately clear, the announce- 
ment seemingly taking the entire industry by surprise. Whether other 
major steelmakers would adopt a similar policy, both with respect 
to wages and prices, remains to be seen. 

% % we 

On Monday of last week General Electric also announced another 
price cut of 5% affecting $200,000,000 worth of its product. The previ- 
ous cut was undertaken on Jan. 1, last, and was calculated to result 
in a saving of $50,000,000 to customers, The latest price reduction cov- 
ering several items will amount to $10,000,000. 

Touching upon the reduction, Charles E. Wilson, G E. President. 
stated that the cut was made to combat inflation in spite ef the fact 
that the products are in high demand. 

Westinghouse Electric took similar action by reducing prices on 
certain of its products which will result in a saving to its customers 
of $3,125,000 a year. 

Aided by seasonal weather, spring and summer merchandise at- 
tracted considerable consumer interest during last week. The total 
dollar volume of retai] trade was moderately above the levels of both 
the previous week and the like week of 1947. Variety stores and mail 
order establishments reported an increase in patronage with requests 
for credit increasing somewhat in some areas. 

There was a considerable increase in both initial and re-orders 
for seasonal merchandise with wholesale dollar volume moderately 
exceeding that of the preceding week and the corresponding week a 
year ago. Most retailers were primarily interested in replacing cur- 
rent stocks, and it was also noted that deliveries were prompt. 


STEEL OUTPUT REBOUNDS TO 86.6% OF CAPACITY 
IN CURRENT WEEK 


In the face of one of the heaviest freight rate increases and the 
possibility of bigger coal costs later this year the steel price cutting 
move by U. S. Steel looms as a far reaching decision, according to 
“The Iron Age,” national metalworking weekly, in its current outlook 
of the steel industry. 

A price cut in steel coincident with a refusal to raise steel wages 
was a point of discussion among U. S. Steel officials before the in- 
crease in semi-finished steel prices took place. There was no relation 
between the two items. But U. S. Steel had to decide if the relation 
they have built up with steel labor would stand the outright refusal 
of a wage increase even though some steel officials were privately 


sympathetic to the reasons for the wage demand, stated the magazine. | 


(Continued on page 41) 
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Observations .... 
By A. WILFRED MAY 
The Economists Read the Ticker 


Two months ago when the Dow Jones Average of Industrial 
Stocks was flopping around 165, a group of top economists and mar- 
ket analysts who meet periodically, voted 17-to-3 that the stock 
market outlook was down. Last week, after an intervening advance 
os 10% in the average, precisely the same group, 
on the basis of copious and well-documented rea- 
soning, voted bullish by the identical majority. 

Similarly, several of the most highly-reputed 
investment companies during this year’s first 
quarter of declining prices liqnidated sizable 
portions. of their portfolios pursuant to detailed 
economic reasons, only to re-buy after the subse- 
quent market rise. 

This conduct in the purest investment areas 
represents merely a timely example of habit- 
ual behavior which has been cited in this 
column; namely, explaining a market move by 
rationalization after the event. 

These ex post facto reversals in market in- 
terpretation seem to follow three main courses: 
(1) Converse conclusions from identical facts, (2) 
Change of emphasis on the relative importance 
of different events, and (3) Complete abandon- 
ment of factors hitherto considered important. They pertain te suc- 
cessively contradictory interpretations by the same individual, not to 
opposing opinions by different commentators. 


The Bearish-Bullish Wage Rise 


A good example of (1) above is seen in the diametrically con- 
tradictory conclusions which the forecaster draws from wage rises. 
Midst recent bull movements geared to 1- to 2-million share days. 
rising wages have been hailed—to the traditional tune of “never seli 
| the market on strike news’—as the guarantee of high purchasing 
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| power. On the other hand, when stocks are falling, those high wages 
} ; ) L | are pessimistically stressed as the precursor of higher costs and 
wide variety of steel products, including wire and certain flat-rolled | 


| reduced profit margins, It will be recalled that the railroad wage 
| settlement of mid-1946 marked the peak of that entire bull market. 
In a pessimistic stock market climate, lower commodity prices 
| and deflation are regarded with alarm as a cause of inventory losses, 
| while inconsistently, rising prices and inflation are also interpretec 
| bearishly as a harbinger of higher costs, difficult break-even points, 
and of “statistical” in lieu of real profits. 

Similarly in the case of/the prices of finished products, during 
last year’s bear stock market high prices were viewed with alarm 
as a medium of pricing consumers out of the market, while after 
the succeeding market rise they are now hailed as indicating denial o1 
an oncoming depression. 

Similarly we are again seeing the contradictory rationalizations 
about the war threat, as we did before and at the outbreak of World 
War II. During the recent bear periods “the Russian threat,” with 
accompaniment of controls and a police state, was seen as a bugaboo 
to private enterprise. Now, coincident with the market’s rejuvena- 
tion, the feeling has become prevalent that the imminent armament 
economy, stopping short of war and controls, will be a God-send 
saving us from the formerly-feared cyclical depression. And now the 
speculator has happily banished from his mind worry over the final 
eventuality of a shooting war. 


ERP’s Varying Importance 

The changed attitude toward the European Recovery Program 
is another timely example of our above-cited category (2), namely. 
successive attachment of different degrees of importance to a long- 
existing event. Ever since last June when Secretary Marshall an- 
nounced his plan at Harvard it was evident that some number of 
billions would be appropriated for foreign aid, resulting in a prop 
to our exports as well as to domestic industrial activity. Yet market- 
wise the “Marshall Plan” was persistently belittled as a drop in the 
big bucket of anticipated shrinking exports and depression. 

As finally passed actually the ERP entails an export surplus 
of $2 billion less than was contemplated last October and, together 
with the armament plan, amounting to a total outlay of about $1% 
billion, surely cannot be controlling in an economy measured in 
terms of a $240 billion national income. Of the defense plan expen- 
diture, even the inflation-warning Council of Economic Advisers 
said in its latest report: “In terms of its general impact upon the 
economy it is something the country could take in its stride.” Never- 
theless, in the present stock market climate which has been im- 
proved by a vigorous price rise, ERP is cited as a vitally important 
economic boon. 

Illustrative of our category (3) of opinion-reversal based on 
extinction of factors hitherto considered important, is the bull- 
market forsaking of the fear of bust to follow inflated inventories 
profits, farm prices and consumer credit—the bugaboo which has 
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Inflation Is Not 


Inevitable: Temple 


(Continued from page 4) 
cause of inflation, we find that 
while it rose a little last Fall it 
has declined this Spring, and it is 
not appreciably larger than it wa 
a year ago. Pipelines hold morc 
goods. Money is a little tighte:. 
corporations are a little less liq- 
uid, construction costs are highe:. 

There are both deflationary and 
inflationary influences in the bu: - 
iness situation. At the mome: . 
they seem to be pretty well bal- 
anced. Experience teaches th:. 
such a balance is precarious. Thc 
projections that can be made o. 
the basis of present facts, how- 
ever, do not suggest that it wil: 
necessarily be upset for some timc 
to come—either by violent infla 
tion or sharp recession. Thesc 
projections do not support the ar- 
gument that new interventions o 
controls are needed. They do sug- 
gest, obviously, that we coaduc 
our business, governmental anc 
private, with prudence and re- 
straint. We ought to be examining 
our Federal spending more closely 
and dealing with it more reso- 
lutely than we are, for if we are 
taking on new obligations we can- 
not ufford to carry on everything 
we have been doing. The ten- 
dency to accept our present vol- 
ume of expenditure as untouch- 
able is appalling. We cannot look 
forward with complacency to 
spending $40 billion a year, anc 
expect to continue to have the 
same kind of a free country. 


With Oscar F. Kraft & Co. 


(Special to THe Financial CHRONICLE) 

LOS ANGELES. CALIF.—Oscar 
F. Kraft, Jr. has joined the staff 
of Oscar F. Kraft & Co., 530 West 
Sixth Street. 


With Merrill Lynch Firm 


(Special to THe Financia, CHRONICLE) 
LOS ANGELES, CALIF.—Syd- 
onis B. Chance, previously with 


First California Company, is now 
with Merrill Lynch, Pierce, Fen- 
ner & Beane, 523 West Sixth St. 


Noble, Tulk Co. Adds 


(Special to Tue FPINnaNctraL Crronicie) 

LOS ANGELES, CALIF.—Van 
Lee McCamman is now with No- 
ble, Tulk & Co., 618 South Spring 
Street. 
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Outlook for Electric and Gas Utilities 


By A. F. TEGEN* 


President, General Public Utilities Corporation 


Maintaining welfare of utilities is bound up with pattern of business activity ahead, prominent executive 


stresses problem of equity financing in expanding equipment and services. 


Says SEC policy under 


Public Utility Holding Co. Act, together with public power projects, are depressing market of utilities 
shares, and foresees need of higher utility rates and revision of ideas on rate of return necessary to 
attract capital. Concludes, despite fog in which u ility equities are floundering, these securities have 


excellent appreciation opportunities. 


The electric and gas utilities are experiencing new peak demands for their services. 
In manv cases such demands exceed even recent estimates. 


the resale prices of natural gas and of coal and cil has accelerated plans for taking more 


gas to the in- 
dustrial and 
large city 
markets. To 
meetthese 
demands and 
to catch up 
with construc- 
tion deferred 
during the 
war, electric 
and gas util- 
ities have em- 
barked on an 
ambitious 
construction 
program. Such 
construction 
must be paid for. This has given 
rise to fears in investment circles 
that utility securities and especial- 
ly equity securities will be under 
pressure and, hence, may not be 
attractive as investments. This 
story will concern itself with the 
idea that the construction program 
can be carried out and paid for 
and that many utility equities do 
in fact present attractive invest- | 
ment opportunities. 


A. F. Tegen 


While the welfare of the util- 
ities does not follow the exact ups 
and downs of business activity, it 
is none the less important to 
frame any guess as to the current 
outlook for the utilities within the 
pattern of business activity which 
may lie ahead. This is especially 
significant at the moment since 
we are still in a period of rising 
prices and if business activity 


‘holds at a high level, the utilities 


may expect increasing revenues, 
which in turn will enable the 
utilities to absorb some of the 
price increases, I recognize that 
there are divergent views as to 
what lies ahead but I prefer the 
view of Sumner Slichter of Har- 
vard, which he stated in February, 
as follows: 

“The drastic drop in grain prices 
has greatly strengthened the econ- 


‘omy and has improved to some 


extent the prospect that the coun- 
try can get back to normal activ- 
ities without experiencing a bad 
recession. Grain prices, of course, 
are still high and will sooner or 


| later drop further. Both corn and 


*A paper by Mr. Tegen pre- | wheat are still substantially high- 


sented to the Analysts Club of 
a Chicago, Ull., April 21, 
1948. 





BOSTON 


\er than they were a year ago. 
|The drop in grain prices, how- 
ever, has occurred at a time when 
|it is not likely to be contagious. 
itt has undoubtedly put an effec- 
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The large disparity between 


tive damper on_ speculation in 
grains. Furthermore, it has given 
the country a vivid example on a 
small scale of the aftermath of 
inflation. This will promote a 
spirit of caution among business 
men, and if at some later time the 
rapid rise in bank credits is re- 
sumed, perhaps this example will 
cause the public to insist on a 
more vigorous policy of contro! 
by the Federal Reserve Banks 
than was pursued in 1947. Thanks 
to the recent drop in grain prices, 
every business man can today 
view the immediate future with 
definitely greater optimism than 
would have been warranted a 
month ago.”’! 


Sales and Revenues Are 
Increasing 


We must necessarily begin our 
guess of the outlook for the utili- 
ties by making a guess of the 
prospects for continuing markets. 
Opinions will differ. What is more, 
the experience of individual com- 
panies will vary. It seems to me 
that economic conditions over the 
next several years will be such 
that the utilities will experience 
continuing revenue gains. Aside 
from that, the increasing disparity 
between prices for utility services 
and coal and oil (which are com- 
petitive fuels) will add to the 
prospect for increasing sales. Al- 
most every day new uses for elec- 
tricity and new demands for gas 
are developed. Hence I look for a 
continuing demand for electricity 
and gas although I would not ex- 
pect the recently experienced rate 
of increase to be maintained. De- 
mands for electricity and gas in 
our system continue at high 
levels. Although the rate of in- 
crease experienced last year was 
higher, we expect to meet in- 
creased loads in the months ahead. 


\If our national economy has en- 


tered a deflationary cygJe, we do 
not see signs of it. Of course, pro- 
longed strikes or other interrup- 
ition of production will alter the 
| situation. 

| One further aspect regarding 
|sales prospects deserves attention. 
The assumption is widespread that 
the utilities are enjoying sales 
|vastly inflated by the war. It is 
|true of course that there was a 
substantial expansion of defense 
needs but the fact is often over- 


looked that the growth of many 
‘companies had set in before the 
'war and that continued expan- 
| sion from here on out need not 
| therefore be discounted on ac- 
|count of increased sales which re- 
(Continued on page 31) 
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Creative Enterprise vs. 
Government Controls 


By EARL O. SHREVE* 
President, Chamber of Commerce of the U. S. 


Mr. Shreve pleads for minimum government controls of business 


and more economy in government. 


Cites heavy expenditures on 


Federal works projects and says inflation threat still shadows our 


hopes for stability and prosperity. 


Lauds free markets as best 


way to end black markets. 


- America draws her economic strength from her natural resources 
... from the breadth of a continental market unhampered by trade 


barriers ... 
of her 145 million people . 


tion of science 
and technol- 
ogy ... from 
the fact that 
freedom has 
ever been our 
national goal. 

The crea- 
tive forces of 
enterprise can 
be encouraged 
by a mini- 
mum of gov- 
ernment con- 
trols by 
wise tax laws 

. by coop- 
eration to ex- 
pand international trade and pro- 
duction. 

There never has been a time 
when the government needed to 
exercise such care before con- 
templating new business controls 
on pleas of emergency. 

The cut in individual income 
taxes was an overdue step towarc 
overell tax revision. Federal tax 
laws still need thorough over- 
hauling to encourage capital in- 
vestiment. 

Economy in government is es- 
sential to the security of the na- 
tion. The obligations of worl 
leadership are costly. All of us 
will have to sacrifice. I want t 
take this occasion to say that busi- 
nessmen should take the lead i: 
restraining tneir communities 
from seeking Federal outlays o 
money for local and area project: 
that well can wait. 

Businessmen must look at the 
larger picture. Government funds 
for development of new facilities 
may benefit communities, but the 
larger national interest shouid 
come first. It is the accumulation 
of widespread demands that 
threatens our nationa] fiscal se- 
curity. 

The volume of the major fed- 
eral works projects that are now 


Earl O. Shreve 


sought throughout the country is| 
in itself staggering. Yet, on top) 
‘the Metropolitan Life, who had 


of the larger projects, there are 
innumerable demands for lesser 
amounts. 

The area or community which 
seeks what it may regard as an 
entirely modest amount for itself 
overiooks the fact that literally 
thousands of others likewise are 
seeking appropriations. 

The Federal budget for fiscal 
year 1949 shows civil works proj- 
| ects estimated to cost at compie- 
tion more than $17 billion. Some 
|ot these already are in progress. 
and all are scheduled for com- 
pletion within a few years. 

In addition to that, $942 billion 
_reserve of projects has been au- 
‘thorized. Furthermore, Federal 
agencies have indicated that they 
intend recommending still anotner 
$9 billion of proposed construc- 
tion. The figures I have given you 
total $35 billion! 

And I am not through. Still 
other proposais from state and 
|local governments swell the 
amounts authorized and requested 
for Federal works to the astro- 
nomical total of more than $50 

*From an address by Mr. Shreve 
at First General Session of 36th 
Annual Meeting of the Chamber 
of Commerce of the U. S.. Wash- 
\ington, D. C., April 27, 1948. 


from the vigor, the resourcefulness and the ambitions 
.. from the enterprise of freedom .. 
tne applica-¢ 


. from 


billion. And, the end is not in 
sight! 

How can our government, no 
matter how rich, consider serious- 
ly meeting such demands? And 
how can people. who ask for a 
sounc Federal fiscal structure, 
consistently make such demands? 
Is it not time that we be realistic 
in our approach to our fiscal prob- 
lems if we are to remain strong 
in this criticai period in world 
affairs? 

The threat 
shadows our 
and prosperity. 


of inflation still 
hopes for stability 
Never was there 
a greater need for economy in 
government .. . for a determina- 
tion to forego things that may seem - 
so desirable for regional develop- 
ment. 

We must resist inflation. The 
winter break in commodity prices 
seems in retrospect, but a correc- 
tion of the major uptrend 
rather than a decisive reversal. 

Yet, as supply lines fill up and 
accumulatea orders decrease in 
many lines of business, competi- 
tion begins to increase. Competi- 
tion is salutary to the country... 
for the consumer .. . for business. 

The current tremendous pro- 
duciion of food and factory goods 
in the United States is a tribute 
to the genius oi enterprise. Again, 
it serves to shew that a free mar- 
ket is the best way to restore bal- 
ance between supply and demand 
_.. to end black markets ... and 
to restrict gray markets.” 

—————EE= EO 


Leroy Lincoln Director 
Of Chase Nat’! Bank 


Leroy A. Lincoln, President of 
the Metropolitan Life Insurance 
Co., was elected a director of the 
Chase National Bank at a meet- 
ing of the Chase board on 
Wednesday, it was announced by 
Winthrop W. Aldrich, the Chase 
Chairman. Mr. Lincoln succeeds 
Frederick H. Ecker, Chairman of 


—- 


been a member of the Chase 
board for 31 years prior to his 
resignation yesterday. Mr. Ecker 
will maintain his close affiliation 
with the Chase National Bank by 
serving as a member of the real 


‘estate committee of the bank and 


as a member of the advisory com- 
mittee of the bank’s Metropolitan 
Branch. 

In accepting Mr. Ecker’s resig- 
nation, the board passed a resolu- 


' tion of appreciation for his unique 


and outstanding service to the 


bank. 

Mr. Lincoln has been President 
of Metropolitan Life since 1936 
and an officer of the company for 
30 years. He is President of the 
Life Insurance Association of 
America and is Vice-Chairman of 
the Life Insurance Medical Re- 
search Fund. He has served as 
Chairman of the Institute of Life 
Insurance and as President of the 
New York State Chamber of Com- 
merce in recent years. Mr. Lin- 
coln is a member of local, state 
and national bar associations. 


With Clark Davis 


to THe Financia CHRONICTE) 


B. Wil- 


(Special 


MIAMI, FLA.—Walter 


con. Jr. is with Clark Davis Com- 


pany, Langford Building. 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON 




















CLEVELAND—tThe absurdity of the direct primary was never 
more <«xempified than in the fight here in Ohio between Taft and 
Stassen for 23 of the State’s Republican Presidential delegates. 

The claim of those “Liberals” of another day who put over the 


uiarect primary ® 


was that it 
“gave the 

“reer ‘ 
right to name 
the rominees 
as well as the 
office holders, 
The party 
nominees had 
formerly been 
chosen, as 
they still are 
in some states, 
by the party 
convention, I 
suppcse there 
are but a few 
students of 
government who would deny that 
the caliber of our members of 
Congress has dropped. The direct 
primary has eaten awav at the 
two party system in that it has 
broken down party discipline. For 
example, a man like the late 
George Norris of Nebraska was 
able to remain in the Senate for 
years as a Republican when he 
was nothing like one. 

Here in Ohio, the Taft-Stassen 
contest is not likely to be deter- 
mined by Repubiican voiers. It is 
their primary and should be de- 
termined by them. They are the 
ones who are going to vote Re- 
publican in November. They 
should be the ones to vote now 
upon the question of who that 
man in November will be. 

What is likely to happen, though, 
is that the contest will be decided 
by voters who intend to vote in 
November for Truman or whoever 
is the Democratic nominee. What 
it is believed they may do next 
Tuesday is to simply go into the 
Republican primary to muddy it 
up, and particularly te get revenge 
against Taft whom they intensely 
dislike. 

The contest, it should be under- 
stood, is in only 11 districts, pre- 
dominantly industrial] and Demo- 
cratic. Stassen is also contesting 
for one of the delegates-at-large, 
but essentially he is trying to pick 
up 22 of the State’s 58 delegates 
from Democrats. at least from 
Democratic strongholds. 

As I reported last week, there 
is a drawback to his strategy in 
a bitter gubernatorial fight within 
the Democratic primary. This 
should tend to keep the Democrats 
in their own party. 

But organized labor has made 
the man who stands as co-author 
of the Taft-Hartley Act No. 1 on 
their purge list. They have an- 
nounced ambitious pians of rais- 
ing millions of dollars to defeat 
every member of Congress who 
voted for the bill. But that would 
entail purging more than two- 
thirds of the Congress, and pri- 
vately they have laughed at the 
absurdity of such a_ program. 
There were definite indications 
that they were to be made mon- 
keys of, in fact. 

Little did they dream, however. 
that the greed of politics would 
give them such an opportun ‘ty as 
Stassen, originaily just as much 
for the Taft-Hartley Act as Taft, 
as, indeed, he would have to be to 
claim Republican support, and who 
fathered labor legislation in his 
own state more severe—litile did 
they dream he would come along 
and give them such an opportu- 
nity as he has. 

Taft’s admirers are frankly wor- 
ried. Labor circles are quite hep 
to Stassen’s labor record. They 
say quite frankly that there is 
not the slightest for them to chose 
from as between the two men. 
They go even farther and express 
their personal admiration for Taft 





Carlisle Bargeron 





and their regard for him as a 
square shooter. 
But the tendency, at least 


among the CIO, which is more of 
a political than labor movement, 
to get revenge against Taft is so 
strong as to be almost irresistible. 

It will be more than just getting 
revenge against him, too. It will 
be an effective throwing of labor’s 
weight around. Passage of the 
Taft-Hartley Act by such an over- 


-whelming vote showed that labor 
If 


had lost its hold on Congress. 
Taft takes a licking out here, you 





| 


| 


| 


cen bet your boots that it will | 
have its intimidating effect on 
Congress as a whole. 


Taft will be considered to have | 


suffered severely if Stassen should 
nick up as many as 12 or 14 of the 
23 delegates he is seeking. It is 
not of so much importance, at 
this stage, either as to the bearing 


i'timeitwas | 
| proposed, 


it will have upon his Presidential | 
chances, It is doubtful if he, him- | 


self, looks upon 
any more. What is involved here 


them seriously | 


is his Senate leadership; indeed, | 


the conservative leadership which 


The fight is attracting 
of newspaper attention. Some 29 
newspapermen are traveling with 
Taft, and there was a_ similar 
gro p with Stassen. 

The propaganda that would fol- 
low the Senator’s defeat, to the 
extent I have mentioned, would 
be tremendous. Stassen’s candi- 
dacy would, of course, take on 
considerable added momentum. 
But I doubt that that in itself 
would be important because what 
he has done out here, is probably 
sufficient to insure his not get- 
ting the Republican nomination 

But there would be all sorts of 
propaganda to the effect that the 
Republicans have been too con- 
servative—they just must be a 
little more liberal. 

The basic facts are that the 
primary outcome will not have 
meant a thing except that one 
clever candidate knew how to 
play a dirty trick on another one 
and in such a way as to strike at 
the party’s strength. 


G. H. Fox Is Now With 
Merrill Lynch Firm 


(Special to THe FiNaNCiAL CHRONICLE ) 








ST. LOUIS, MO. — Gerald H. | 


in the world today to see whether | viously, any assistance given un- 


Fox has become associated with 























Gerald H 


.Fox 


Merrill Lynch, Pierce, Fenner & 
Beane, 411 North Seventh Street. 
He was formerly for a number of 
years with G. H. Walker & Co. 


With First California Co. 
‘Snecial to THe Prnaveret, CHeonterr) 
BEVERLY HILLS, CALIF.— 

Charles M. Peters has become 
associated with First California 
Co., 9437 Santa Monica Boulevard. 
He was formerly with Bourbeau & 
Douglass and prior thereto was an 
officer of Atlas Securities, Inc. 








igo, a gentle- 
| man who can 


| geal 


: ll time, it is not surpris- | 
has dominated Congress recently. | 1¢vel of a P 


pleniy | 


Significance of Recent Economic Developments 


By RAYMOND RODGERS* 


Professor of Banking, New York University 


Professor Rodgers -holds there is a mighty tug-of-war between forces of inflation and deflation. Cites, 
as inflation force, increase in money and expansion of credit, to which is added heavy government ex- 
penditures resulting from rearmament and ERP. Against this, there is increasing production, accumu- 
lation of inventories, and reduced saving from cur-ent imcome. Concludes, sooner or later, inflation 
merry-go-round will end, and a postwar break in p ices may come, but this does not mean we are 


Everybody is making plenty of money t ese days. 
_has a job. Why there are even many who d°:n’t 
that’ 


personal, I assure you!) And, 
avue SO 10N 


hardly be said 
to be famous 
among busi- 
nessmen for 
his practical 
approach to 
ousiness prob- 
lems, wrote a 
book setting a 
of 6v,- 
000,000 jobs 
for America. 
Considered a 
dream by 
many at the 


$f 
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Raymond Rodgers | 


we actually exceeded 
this goal, with a total employment | 
of 60,079,000 last July. Although 
employment has since dropped to 
some 58,000,000 it is still in the 
stratosphere by pre-war stand- 
ards. As wages are at the highest 





ing, although it is amazing, to find | 
that personal income, before 
taxes, climbed to the astronomical | 
total of $200 billion in 1947. 

We are indeed riding “high, | 
wide, and handsome.” Prosperity, 
measured by most standards, has 
reached unbelievably high levels 
—yet people are worried! What is 


the explanation of this paradox? | 


Are these pessimists pathological 
Gloomy Guses who would worry 
if the streets were really made of 
gold, for fear that someone would 
steal them? Or could it be that 
they are recalling too well one of 
the basic laws of the Universe, | 
namely, that for every action 
there is an equal (and opposite) 
reaction? Or possibly they belong 
to that great company of white 
collar workers with relatively 
fixed salaries and those living on 
fixed incomes, whose standard of 
living has been drastically 
lowered by higher taxes and sky- 
rocketing prices. 

But, ‘whether their gloom is 
pathological, or arises from direct | 
personal sacrifices, or is caused 
by objective scientific observa- 
tion, the result will be the same: 
Business will be adversely af- 
fected! 

Let us now evaluate some of 
the more important forces loose 


we want to “view with alarm”’ | 
“Address by Professor Rodgers | 
before Group I, New York State | 
Bankers Association, Buffalo, N.Y., | 
April 24, 1948. 


| 


while the Presidential 


headed for a crash. 


| and if so, what is even more im- 
portant, how much alarm? 


On the international side, there 


Everybody who wants to work 
want to work, who have jobs! 
s what I call over-employment! 


(Nothing 





| ance in the form ef goods we can 
' give England, France and Italy. 
| The problems of European relief 


have been many.recent develop- and inflation asa practical matter, 


ments and they have practically 
all been bad. Wendell Wilkie’s 


One World, has definitely split, 


into two worlds and they are get- 
ting farther and farther apart. 
Under the leadership of the Soviet 
Union an idelogical battle, which 


United States and other nations 


| which advocate the principles of 
| free enterprise, freedom of the | premptly get under way. While it 


individual, and true political 
democracy. The relentless way the 
Russian steam-roller has driven 
ahead in the last two years has 
caused many people to fear that 
another war is “just around the 
corner.” 
Fear of War 


This fear, in my opinion, is un- | 


warranted. The last thing in the 
world the Russians want is war 
with the United States. The Rus- 
sians are realists; and they have 
a good spy system. In fact they 
probably know more about our 
power and might than we do our- 
selves. They also know about their 
own economic and political weak- 
nesses. They are having plenty 
of economic trouble at home. In- 
disputable proof of their difficul- 
ties was the decree of last Fall, 
wiping out nine-tenths of the 
liquid wealth of their citizens in 


| the fight on inflation. In addition, 


they have Czechoslovakia. Po- 
land, and the Balkans to digest— 
that will take a while. So, I re- 
peat, in my opinion they will try 
to go just as far as they can with 
us, short of war, but the moment 


we get really tough they will stop. | 


I do not anticipate that we shall 
draw any serious issues with them 
election 
is under way; but after the first 
Tuesday in November—no matter 
who is elected—I would advise 
the Russians to stop shoving! 

In the meantime, we have the 
critical problem of how we can 
best give the friendly nations of 
Western Europe economic and po- 


| litical assistanée in their efforts to 
|check communism through rehab- 
‘ilitation of their economies. 


Ob- 


less very carefully handled, 
increases the inflationary pres- 
sures in this country. Likewise, 
the’ more inflation we suffer in 


this country, the less real assist-— 


|cannet be separated. 


Inflation Still a Problem 

| And, inflation is still a problem. 
|The February break in the grain 
markets which was the sharpest 
|in the 100-year history of the Chi- 


| has reached the proportions of a | cage Board of Trade caused many 
| “cold” war, is being waged on the 


people to think that we had 
'reached the end of the inflation 
read and that deflation would 


| cannot be denied that inflation is 
'no longer a lion raging in the 
| streets as was the case before the 
‘grain price break, the fact re- 
|mains that great inflationary 
| pressures remain in our economy 
'and still other inflationary pres- 
/sures are in the making. 


| The greatest potential inflation- 
| ary pressure is the enormous in- 
/crease in money and bank de- 
|posits. During the war _ period, 
| “folding money” in the hands of 
the people increased from $6,401,- 
| 000,000 in December, 1939 to $26,- 
| 600,000,000 in December, 1947. By 
/way of comparison, $3,;639,000,000 
|did the ““money work” in 1929 and 
| that was the end year of a roaring 
|boom. Total bank deposits (de- 
|mand and time, adjusted) in- 
,creased from a December, 1939 
\figure of $57,698,000,000 to a De- 
cember, 1947 total of $144,600,000,- 
'000. Or taking demand deposits 
| (adjusted), which function as 
money even better than the “fold- 
ing money” mentioned before, we 
find an increase from $29,793.- 
_ 000,000 to $86,900,000,000 for the 
same period. 

_. Pocket money is thus more than 
‘four times its pre-war volume and 
demand deposits are three times 
'the pre-war level. While these 
| increases are enormous, it should 
be clearly understood that they 
are passive, that is, other than 
_psychological influence, they af- 
|fect business activity only to the 
/extent that they are used. To the 
|'extent they have been used, they 
|have been the primary means of 
inflation, but they were not the 
‘real cause. By the same token, 
|huge deposits and pocket money 
|will not prevent inflation, or even 
cushion the recession, unless they 
'are used by the public. In human 
_affairs, inclination is the criterion 
—demand is the controlling factor. 

(Continued on page 45) 





Oil Exploration Company: 


Wichita River Oi] Corporation (whose |! 
common stock is lhisted on the New 
York Curb}, a controlled affiliate of Oi] 
Exploration Company, has an active 
arilling campaign under way on its 
holdings in the Sholem Alechem Field 
in Stephens County, Oklahoma; Tatums 
Field, Carter County, Oklahoma; and 
Edwards Field, Clay County, Texas. 


Wells recently completed have increased 
daily oil production and earnings. 


Further successful oil developments are 
expectea 


Oil Exploration Company common stock 
is traded in the over-the-counter market 


Approximate Market $6 


Comstock & Co. 


CHICAGO 4, ILL. 
231 So. La Salle St. Dearborn 1501 
Teletype CG 955 
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The Venture Capital Problem 


By ALLAN M. POPE* 


Chairman, Finance Committee, New York University 
Colonel Pope holds there is no shortage of capital, but rather unwillingness to risk it for venture pur- 


poses because of lack of incentives. 
as double taxation and inadequate depreciation allowances permitted by tax laws. 


Blames weakening of corporate 


structure in New Deal Era as well 
Attacks competitive 


bidding as hampering sale of equity securities and squeezing last dollar out of dealers and investimg 


public. 


threat to government extravagance. 


Pleads for government and politics friendly to industry and labor alike, and lays inflation 


I am scheduled to speak to you on “The New Problems We Face in Supplying Venture 


Capital.” 


talk for hours on the same question in the f 


importance to 
us in this 
country now 
and may be of 
even greater 
importance 
later. 
Domestically 
then I am 
convinced that 
we are not 
faced with a 
shortage of 
equity money 
but we _ are 
woefully lack- 
ing in incen- 
Allan M. Pepe tives to use it. 
Fven a mur- 
derer must be shown to have some 
ncentive and you can likewise 
kill off a potential equity investor 
or the lack of it. Obviously then 
‘we are facing a quest for incen- | 
‘tives not pockets of money. 

The moment we start looking 
‘or incentives we stumble over, 
right at our doorstep, the question | 
£ taxation. When we take even 
a Casual look at the forces in our 
ax situation deterrent to incen- 
ive to invest money in equities 
we run head on upon one after 
another of laws passed primarily 
over the last 15 years which are 
designed to foster, in my personal 
opinion, some kind of a state of 
which I heartily disapprove so I 
call them plain New Deal Era 
undertakings to identify them 
with an era, not a political party. 
Perhaps you too may thereby 
Know better just what I mean. 

I will only refer, in a very gen- 
eral way, to the tax laws as they 
affect newly formed enterprises 
to be financed with equity money 
which is the usual and often the 
only way possible. However, what 
applies to old and tried corpora- 
tions applies in many respects to 
new undertakings once organized 
and operating. One eminent 
speaker talking on this particular 
subject recently devoted almost 
his entire talk to showing that on 
the assumption that investment in 
one out of eight or ten new enter-| 
prises works out successfully in 
the long run and proved to my 
satisfaction that because our gov- 
ernment takes a substantial part 
of our profits and we take the 
losses, the gambler, for such un-| 
dertakings are a gamble, is as well 
off playing a roulette wheel even 
with a double zero. That condi- 
ticn certainly limits the incentives 
of a prospective investor. 


Lack of Incentives 


I shall now discuss the lack of 
ineentives to attract equity money 
to finance well-established under- | 
takings. 

Destruction of Incentives | 

In the first place in the New 
Peal Era the theory was to weaken | 
the corporate structure. One way | 
was to legislate against the accu- | 
mulation, by a corporation, of | 
earn'ngs and Article 102 came into | 
being. That particular Article has 
bec used as a club. The result. 
is that every corporation is ad-| 
vised by its lawyers to be careful | 
mot to accumulate earnings be- 
yond a certain point which does | 
mot usually permit holding back 

*An address by Colonel Pope | 
before the 36th Annual Meeting | 
of the Chamber of Commerce of | 
the U.S., April 28, 1948. Colonel 
Pope was previously Pres:dent of | 
The First Boston Corp. 


I am likewise limited very properly to the domestic scene as I am sure I could 
oreign field which I personally think is of equal 





enough from stockholders to prop- 
erly build a firm backlog of capi- 
tal funds particularly when the 
restrictions on reserves for depre- 
ciation are daily creating the ne- 
cessity for the use of more new 
capital to replace old structures 
or repair them at the new price 
levels. Two things here seem im- 





|an obvious blow at incentive. It 
| has been discussed enough to need 
no detailed arguments here. Ii 
should be said, however, that it 
|is peculiarly characteristic of the 
New Deal Era legislation as it 
' squeezes out the incentive to in- 
dividuals to buy equities, the in- 
dividual being the major buyer, 


portant; first rescind Article 102| making it more plausible for the 


and then, if it is found necessary 
to prevent misuse, in some few 
instances, of accumulated earn- 
ings for ulterior reasons replace 
102 with an article which specifi- 
cally enumerates the abuses which | 
create tax avoidance thus remov- | 
ing the club hanging over those 


government, some day, to step in 


| and finance industry. 


This tax law again is so obvi- 
ously unfair and wrong; it has 
so generally been avoided by our 
states, that it seems ridiculous not 
to modify it at least by taking out 
the bad features and substituting 





who should retain some earnings 
from the stockholders who own | 
them and have a right to protect | 
their own business with them | 
against possible hazards. Stock- | 
holders should also have the right | 
to prevent their corporation from | 


| seeking new equity money for re- | 
placements and expansion when | 


earnings could suffice. Any stock 


‘that is listed implies broad own- |} 


ership which substantially elimi- | 
nates abuse of accumulated earn- 
ings by a few bent on possible tax 
avoidance. It is sugested there- | 
fore that listed stocks might be 
exempt from Article 102. 


The second point is to review 


the present system of basing re-| 


serves for depreciation upon the 
present per cent of original cost 
which today is an entirely inade- 


quate formula for practical pur- | 


poses in this period of mounting 
building costs. 

So we have found two deter-| 
rents to investors due to tax laws | 
because they prevent operations | 
of a corporation along sound busi- | 
ness lines. 


Another tax law which mili- | 
tates against sound business pro- | 
cedures, and anything that so acts 


1s detracting from the incentive | 


to invest in equities, is the law 


which makes it cheaper to hire | 
money through issuing fixed in-| 
terest bearing securities than to 
sell stock. This reason stems frora 
the ability to deduct as an oper- 
ating expense interest charge 
thereby reducing the income tax 
while paying taxes on the earn- 
ings from which dividends are 
paid. This is again a structure 
weakening law discouraging to 
equity investors for it certainly is 
safer to finance on equity money 
than on notes and bonds and to 


_do so should not be definitely dis- 
| couraged, I also remind you that 
big sinking funds may become 


very troublesome. It is suffic‘ent 
here to draw attention to the fact 
that by forcing bond issues to be- 
come the cheapest means of fi- 
nancing for a corporation the gov- 
ernment is losing sight of the fact 
that such bonds are more and 
more finding their wav almost 
exclusively into the vaults of in- 
stitutions who are hungry for in- 
vestments and cannot buy equi- 
ties, which institutions pay little 
if any income taxes to the gov- 
ernment. I think such provisions 
are a losing game for the govern- 
ment and are again militating 
against sound financing which ob- 
viously detracts from the incen- 
tive that a prospective equity 
buyer needs. 

This same item in the tax struc- 
ture brings us directly to the 
question of double taxation, a tax 
on corporate earnings and a tax 
on individuals’ incomes derived 


what may be reasonable features 
such as providing a flat tax on 
income from dividends which wil! 
not take away most of the incen- 
tive from people with much of 
the equity money available. For 
example, those in high tax brack- 
ets pay perhaps 75 or 80% of their 
income from dividends to the 
government. The law as it stands 
is not even soaking the rich. They 
know what to do. It is soaking 


the corporations owned by mil- 
lions, among them millions of low 


income groups, by possibly pre- 


|venting their corporations from 


getting any equity money at all 
or making them pay too much for 
_it. This law is perhaps the biggest 
deterrent to incentive to invest in 
equitie$’ yet devised. Urge the re- 
peal or modification of this tax 
if you or your company want tc 
ncrease the supply of available 


| equity money and reduce its cost. 


The Capital Gains Tax 


Briefly I will refer to the capi- 
tal gains tax. It is nearly useless 


|aS a revenue producing agency. 


It has apparently been found of 
no value in England or in Canada 
for they have never had one. 
What it does to incentive directly 
is to discourage buying or selling 
even when to sell and to buy 
would be, without such a capital 
gains tax, highly beneficial. Dis- 
couraging buying and seiling re- 
duces market activity, lessening 
therefore marketability which 
tends to reduce values which les- 
sens the incentive to invest in 
equities. It is one of those taxes 
which give every appearance oi 
being subject to the law of di- 
minishing returns. Its worst fea- 
ture however is the legitimate 
use of this tax to avoid larger in- 
come taxes. Thus the government 
by competing with itself for rev- 
enue appears to be betting on the 
wrong horse, 


In closing the subject of the 
effect of particular present tax 
laws in directly reducing incen- 
tive, let us examine the overall 
effect. Individuals are gradually 
disappearing as buyers of interes! 
bearing securities as a result of 
income taxes, They cannot save 
enough so they buy insurance and 
annuities instead. Insurance com- 
panies then do their investing for 
them and as there are relatively 
few insurance companies com- 
pared to individuals it results in 
placing the buying power in the 
hands of a relative few and it 
narrows down to whether or not 
the insurance companies are will- 
ing to purchase an issue of bonds 
to determine the success or fail- 
ure of the issue. Although this 
may appear aside from my subject 
I must say that-it affects equity 
money in addition in that when 





from corporate dividends. This is 


(Continued on page 48) 
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Dealer-Broker Investment 


Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 




















Fertilizer Industry — Study in® 


spring issue of “The Index”—New 
York Trust Co., 100 Broadway, 
New York 15, N. Y. 


Fire and Casualty Insurance 
Stocks—Comparison of earnings 
of principal issues for 1947—Laird, 
Bissell & Meeds, 120 Broadway, 
New York 5, N. Y. 


Freight Rates—Current circular 
—Vilas & Hickey, 49 Wall Street, 
New York 5, N. Y. 

Also available are circulars on 
Kansas City Southern; New York, 
New Haven & Hartford, and a 
leaflet of Railroad Developments 
of the Week. 


Market—Leaflet on current sit- 
uation and a list of interesting 
low-priced speculative stocks — 
Stanley Heller & Co., 30 Pine 
Street, New York 5, N. Y. 


Oil Stock selling under $3— 
Statement—S. R. Melven & Co., 
125 Cedar Street, New York 6, 
N. Y. 


Railroad Industry Moderniza- 
tion—Data in “Fortnightly Invest- 
ment Letter’—H. Hentz & Co., 69 
Beaver Street, New York 4, N. Y. 

Also in the same letter are brief 
memoranda on American Tobacco 
Co., American & Foreign Power, 
Western Maryland Railway, and 
Chicago, Terre Haute & S. E. In 
the current issue of their “Fort- 
nightly Financial & Economic Re- 
view” the firm has an analysis of 
the Atlantic Refining Co. 


Railroads—Memorandum—Stern 
& Co., 25 Broad Street, New York 
4, N. Y. Also available is an anal- 
ysis of St. Louis-San Francisco 
Railway Co. 


Rayon—An Essential Industry 
for Palestine—Survey—Palestine 
Rayon Corp., 65 Reade Street, 
New York, N. Y. 


What to Buy? — Easy-to-read 
memo highlighting a dozen inter- 
esting stocks for retail—H. M. 
Byllesby & Co., Stock Exchange 
Bldg., Philadelphia 2, Pa. 

~ + = 


American Machinery Corp.— 
Circular—Gordon Graves & Co.. 
30 Broad Street, New York 4, N. Y. 


Berkshire Fine Spinning Asso- 
ciates, Inc.—Memorandum—Kalb, 
Voorhis & Co., 25 Broad Street, 
New York 4, N. Y. 

Also available are circulars on 
Brown & Sharpe Manufacturing 
Co., Commercial Credit Co., Com- 
monwealth Gas Corp., Grinnell 
Corp., Lanova Corp., and Nichol- 
son File Co. 


Beryllium Corp.—Article—Cof- 
fin, Betz & Sullivan, 123 South 
Broad Street, Philadelphia, Pa. 


Bingham-Herbrand Corporation 
—Memorandum—Wm. J. Mericka 
& Co., Inc., Union Commerce 
Building, Cleveland 14, Ohio. 


Clearing Machine Corp.—Anal- 
ysis—William A Fuller & Co., 209 
South La Salle Street, Chicago 4, 
Ill. 


Compo Shoe Machinery—New 
report—Loewi & Co., 225 East 
Mason Street, Milwaukee 2, Wis. 


Cumberland Gas Corp.—Circu- 
lar—C. D. Robbins & Co., 810 
Broad Street, Newark 2, N. J. 


El Paso Electric Co.—Memo- 
randum in current issue of “Pre- 
ferred Stock Guide”’—G. A. Sax- 
ton & Co., Inc., 70 Pine Street, 
New York 5, N. Y. 








International Detrola Corp. — 
Circular—Bond & Goodwin, Inc., 
63 Wall Street, New York 5, N. Y. 


Metal Forming Cerp.—Current 
bulletin—First Colony Corp., 52 
Wall Street, New York 5, N. Y. 


National Gas & Electric Co.— 
Analysis—Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 

Also available is a circular dis- 
cussing the 1948 Railread Earn- 
ings Estimates. 


Oil Exploration Co.— Data — 
Comstock & Co., 231 South La 
Salle Street, Chicago 4, Il. 


Parke, Davis & Co.—Memoran- 
dum—aA. M. Kidder & Co., 1 Wall 
Street, New York 5, N. Y. 


Portsmouth Steel Corp.—Data— 
Buckley Securities Corp., 1420 
Walnut Street, Philadelphia 2, Pa. 

Also available are data on Cen- 
tral Illinois Public Service Co., 
Maryland Drydock and Seminole 
Oil & Gas. 


Public National Bank & Trust 
Company of New York — First 
Quarter Analysis—C. E. Unter- 
berg & Co., 61 Broadway, New 
York 6, N. Y. 


Red Rock Bottling Co. of Cleve- 
land—Descriptive circular—E]lbert 
and Yeropoli. 62 William Street, 
New York 5, N. Y. 


Westgate-Greenland Oil Co.— 
Statistical memorandum — Aetna 
Securities Corp.. 111 Broadway, 
New York 6, N. Y. 


James M. Ferney Now 
With Hemphill, Noyes 


PITTSBURGH, PA.—Hemphill, 
Noyes & Co., member of the New 
York Stock 
and Curb Ex- 
changes, an- 
nounce today 
that James M. 
Ferney is now 
associated 
with them as 
a registered 
representative 
in their Pitts- 
burgh office, 
717 Liberty 
Avenue. 
For the past 
year Mr. Fer- 
} ney maintain- 
James M. Ferney bo? his own 
business in 
Pittsburgh and prior to that was 
the Pittsburgh representative of 
G. A. Saxton & Co., Inc. 


Wm. F. Mills With 
Phila. Nat’! Bank 


PHILADELPHIA, PA.—William 
F. Mills will become associated 
with the municipal bond depart- 
men: of The Philadelphia National 
Bank on Monday, May 3. He was 
previously with Graham, Parsons 
& Co. Philadeiphia office. 


Hanshue Rejoins Blyth 


(Special to Tue FINANCIAL CHRONICLE) 

SACRAMENTO, CALIF.— Je- 
rome F. Hanshue has rejoined the 
staff of Blyth & Co., Inc., Califor- 
nia Western States Life Building. 
He has recently been with Con- 
rad, Bruce & Co. 
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REVENUE 





Stimulated by the large increase in service outlets 
and high levels of production and employment, gross 
revenues advanced $16,306,000, or about 10%, to a 
record total of $184,587,000. The Company’s charges 
for gas and electric service to the vast majority of cus- 
tomers remained unchanged during 1947 and were well 
below prewar levels. Certain rate schedules covering 
service to industrial and commercial customers were ad- 
justed to reflect increases in fuel oil prices. 


PERSONNEL 





The Company’s expanding volume of business and ac- 
celerated construction activities required the addition of 
2,295 employees during the year. On December 31, 
1947, there were 15,735 men and women on our payroll. 
Total payrolls of both operating and construction forces 
were $57,415,000, an increase of $14,428,000. About 
three-fifths of the increase was due to the larger number 
of employees and the balance to higher wages and salary 
rates in effect. 


EARNINGS 





























Earnings for the common stock were $2.57 per share on 
an average of 6,565,358 shares outstanding during the 
year. These earnings compare with $2.72 per share in 
1946 on 6,261,274 common shares outstanding through- 
out that year, and with an average of $2.37 per share 
during the past five years. Cash dividends on the common 
stock were continued at the annual rate of $2.00 per 
share which has been in effect for many years. 


Highlights of the 42nd 
Arnual Report 





PACIFIC GAS AND ELECTRIC COMPANY 




























































































Sales of electricity turned sharply upward in 1947, 
reaching a new peak of 8,473,000,000 kilowatt-hours, 
an increase of 953,000,000 kilowatt-hours or 12.7% 
over 1946. In 1947 residential electric customers used 
an average of 1572 kilowatt-hours of electricity. Average 
revenue received from this class of service was 2.61 cents 
a kilowatt-hour, 19% below 1940. For the 3 1st consecu- 
tive year the volume of gas sold established a new high 
record, totaling 147,991,000 cubic feet. 


CONSTRUCTION PROGRAM 





Our construction program has gained momentum 
despite delays caused by the inability of manufacturers 
to deliver equipment on schedule. Total expenditures for 
construction in 1947 reached $100,302,000. Special 
emphasis was placed on increasing electric generating 
capacity. Our program calls for the installation of an 
additional 1,400,000 horsepower of electric generating 
capacity by 1951, of which 525,000 horsepower will 
become available within the next twelve months. 


INETEEN FORTY-SEVEN was the 94th year of 

operations of the Company and its predecessors. 
Measured by any standard, it was the busiest period in 
our long history. 

The year’s operations reflect the unprecedented growth 
of polulation and industry in Northern and Central Cali- 
fornia during and after the war. Since the 1940 census 
the population of the State has increased over 3,000,000, 
chiefly as a result of one of the great mass migrations of 
history. About one-half this growth occurred in the 46 
counties into which our lines extend. The Company is 
continuing its efforts to extend service as rapidly as 
possible to new homes and industries in this area. 


President. 





























































































































There was a net addition of 125,798 customers tu our 
lines during the year. This gain far exceeded that in any 
year in our history, and was more than double the aver- 
age annual increase in the preceding ten-year period. For 
the first time the number of customers passed the two 
million mark and by the end of the year service was being 
supplied to a total of 2,017,474 customers. Of these, 
1,137,398 were electric, 863,542 gas, and 16,534 water 
and steam customers. 


STOCK OWNERSHIP 





At the close of the year the Company had 141,293 
stockholders, or 2374 more than a year previously. The 
list of stockholders included 59,000 women, 38,000 
men, 28,000 joint tenancies, 12,000 trustees and other 
fiduciaries and 4,000 corporations, partnerships and 
institutional investors. Holdings averaged 90 shares or 
$2250 par value per stockholder. For every employee 
on its payroll, the Company has nine stockholders or 
direct owners. 


PACIFIC GAS AND 
ELECTRIC COMPANY 


245 MARKET ST., SANFRANCISCO G, CALIF. 





A copy of our 1947 Annual Report to Stockholders may 
be obtained on application to €. J. Beckett, Treasurer 





(1869) 




































10 (1870) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, April 29, 1948 





George E. Jaffe Forms 
Own Firm in Cleveland 


(Special to Tue Financia, CHRONICLE) 


CLEVELAND, OHIO — George 
E. Jaffe has formed G. E. Jaffe 




















Geo. E. Jaffe 


and Company with offices in the 
Union Commerce Building to en- 
gage in the securities business. He 
was formerly with Skall, Joseph, 
Miller & Co. and prior thereto 
with W. P. Quinn and Co. 


J, F. McKillips, Jr. 
Joins Steiner, Rouse 


(Special to THe Financia, CHRONICLE) 
NEW ORLEANS, LA.—James F. 
McKi:-lips, Jr. has become asso- 
ciated with Steiner, Rouse & Co., 
205 Carondelet Street. He was 
previously with Charles E. Cor- 


rigan, Jr. 


REPORT’ OF CONDITION OF 


Underwriters Trust 
Company 


of 50 Broadway, New York 4, New York, 
at the close of business on April 12, 1948, 
published in accordance with a call made 
by the Superintendent of Banks pursuant 
to the provisions of the Banking Law of 
the State of New York. 

‘ ASSETS 


Cash, balances with other 
banking institutions, in- 
cluding reserve balances, 
and cash items in process 
of collection —- itis $ 

United States Government 
Obligations, direct and 
guaranteed __ sia pahngl 

Obligations of States and 
political subdivisions _- 

Loans and discounts (includ- 
ing $2,449.09 overdrafts) 

Banking premises owned, 
none; furniture and fix- 
tures and vaults a 

Other assets 


7,977 662.17 
6,497,010.51 


40,684.25 
130,843.72 


TOTAL ASSETS - 


LIABILITIES 


Demand deposits of individ- 
uals, partnerships, and 
corporations ___ 

Time deposits of individuals, 
parinerships, and corpora- 
BRS fhe ee s 

Deposits of United States 
Government _ ; 

Deposits of States ond po- 
litical subdivisions 

Deposits of banking institu- 
I BS gtr ‘ 

Other deposits (certified and 
officers’ checks, etc.)_ 
TOTAL 

DEPOSITS $34,438,565.99 

Other liabilities __ I RS 106,662.61 


TOTAL LIABILITIES 


CAPITAL ACCOUNTS 
Capital + ___-___.__________  $1,000,000.00 


OS” ee eee 
Undivided profits 


TOTAL CAPITAL 
COUNTS 


TOTAL LIABILITIES AND 


CAPITAL ACCOUNTS._ $37,213.775.76 | 


tThis institution’s capital consists of 
commen stock with total par value of 
$1,000,000.00. 
MEMORANDA 
Assets pledged or assigned 
to secure liabilities and 


for other purposes._______ $4,372,053.98 


I, WILLIAM D. PIKE, Secretary of the 
above-named institution, hereby certify 


that the above statement is true to the 


best ci my knowledge and belief. 
WILLIAM D. PIKE 
Correct—Attest: 


CHRISTIAN W. KORELL 7) 
SUMNER FORD 
J. B. V. TAMNEY 








| funds to deposit liabilities was 13.9%, 
| orthodox limit of 10%; 
with their heavy capitalization, the average of the 13 other banks. 


10,528,135.411 | 


| creased to 11.1% for the 15 banks, and 8.8% for the 13 banks. 
12,039,439.70 | 
| First National, Guaranty Trust, Irving Trust, New York Trust and | 
| Jos. McManus & Co., New York; Edward H. Welch, Sincere & Co., 
assets and Government | 


$37,213,775.76 | 











Bank and Insurance Stocks 























By E. A. VAN DEUSEN 


This Week—Bank Stocks 


The Federal Deposit Insurance Corporation. is reported to be 
concerned over the continued decline in the ratio ef total capita 
funds to total deposits of insured commercial banks. The tradit.ona 
10% has long been violated. This decline has come about as a result 
of (a) the Government’s prewar deficit financing program and 
(b) its subsequent war-financing program. The primary effect o 
these two consecutive programs has been to inflate the deposits o 








| the banking system to huge proport:ons, on the liability s.de of the | Marital Bank & Trust 
| Corn Exchange 
| First National --- 


balance sheet, On the asset side these expanded deposits have bee: 


| balanced by the Government’s new issues of securities, as collateral 
| Meanwhile, however, capital funds have not expanded proportionally 


consequently their ratio to deposits has dropped from approximatel) 
20% in 1932, and 15% in 1936 to between 5% and 6% in 1946. 
From the depositors’ point of view, an adequate rat.o of capita! 


| funds to deposits is highly desirable; furthermore, since the FDIC 
| insures the depositors against losses within certain limits, this agency 


also desires an adequate ratio. But what constitutes an sdequats 
ratio? The orthodox 10% is no rigid criterion, especially in view ol 
the changed asset situation of the banks, from 4a relativety “higl 
risk” asset position to a relatively “low risk’ asset position. 

But, let us turn from generalities and examine the specific fig- 
ures of a list of 15 leading New York City commercial banks. 


TABLE I 
Ratio, Capital Funds to Deposits 
Before War Close of War 
Dec. 31, 1936 Dec. 31, 1945 
8.9% 5.0% 
10.4 6.5 
10.4 
10.0 
9.9 


Current 
Mar. 31, 1948 
Bank of Manhattan__- 6.3% 


Bank of New York___--- 
DOE: Best ....._=-- 
Central Hanover ----_--- 
Chase National ____~_- 
Chemical Bank ____-_-- 

Corn Exchange ---. 

First National ___- ae 
eer MEUee- .......... 
ee 
Manufacturers Trust 
National City 

New York Trust —- 

Public National 

i, eo ns 


AVERAGE 15 -- 
*AVERAGE 13. -. 1 
Loans: Percent*of Total A’ssets 
Gov’ts: Percent of Total Assets 


_ 


— 
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8.0 
6.3 


22.3 


oZ:1 
and U. S. Trust; 


113 
27.6 
28.7 


tExcept First National 


— 100 


cS 
OOM 


Date of Maximum Deposits. heavily 


capitalized and not typical. 

It will 1936 the average ratio of capital 
considerably better than the 
excluding First National and U. S. Trust. 


be observed that in 


was 11.3%. On Dec. 31, 1945, which marked the peak of their depos- 
its, the average capital ratio had dropped to 8.0% for the 15 banks 
and 6.3% for the 13. Since then, deposits have declined, capital 
funds have modestly expanded through the plough-back of-undis- 
tributed earnings, and the average capital to deposit ratio has ine 

The 


following six banks now have ratios in excess of 10%: Bankers Trust. 


U. S. Trust. 
In 19383 loans averaged 27.6% of total 
securities closely the same. Today, however, loans constitute 27.6% 





$21,173,783.43 


5,669,829.14 | 
76,001.00 | 
6,641,346.43 | 
290,608.14 | 
586,997.85 | 


$34,545,228.60 | 





750,000.00 | 
918,547.16 | 


$2,668,547.16 





+Directors | 


We ae prepared a 
Comparison of Earnings NEW JERSEY 
of principal 
Fire and Casualty SECURITIES 


Insurance Stocks for 1947 « 


Copy on Request 
* 
Laird, Bissell & Meeds || J. S. Rippel & Co. 
Established 1291 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. | 18 Clinton St., Newark 2, N. J. 
MArket 3-3430 


Telephone: BArclay 7-3500 
N. Y. Phone—REctor 2-4383 





Bell Teletype—NY 1-1248-49 
| (L, A. Gibbs, Manager Trading Dept.) 








| 367,000, an 
| money’’—some in the case of Manufacturers Trust and of New York 


Trust. The bulk of it has come from earnings, recoveries and trans- 
| fers from reserves, 








WHOLESALE MARKETS IN 
BANK and INSURANCE STOCKS 


GEYER & C0. 


INCORPORATED 


NEW YORK 5: 67 Wall Street 
WHITEHALL 3-0782 NY 11-2875 


BOSTON 9 CHICAGO 4 LOS ANGELES 14 
10 PostOfficeSquare 231 S. LaSalle Street 210 West Seventh Street 
HUbbard 2-0650 FRAnklin 7535 Michigan 2837 YUkon 6-2332 
BS-297 CG-105 LA-1086 SF-573 
PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO, 
CLEVELAND, PHILADELPHIA, ST. LOUIS, LOS ANGELES, SAN FRANCISCO 
TELEPHONES TO: Hartford, Enterprise 6011 Portland, Enterprise 7008 





SAN FRANCISCO 4 
Russ Building 


and Governments 41.4% of total assets. In other words, today a far 
greater proportion of the assets balancing the deposit Liabilities can 
be considered as relatively “riskless,’ than was the case in 1936. 

In this connection, it is of interest to compare for the two dates 
the ratio of capital funds to “risk assets,” i.e.. total: assets less cash 
and Governments. These figures are shown in Table II: also the 
amount of capital funds (capital, surplus and undivided profits) for 
each of the 15 banks. 

TABLE II 
Dec. 31, ‘36 Ratio to 
Cap. Funds ‘Risk Assets’’ 
($000 ) Y 
45,432 
18,993 
98,938 
87,798 
227,004 
73,383 
32,438 
116,51 
269,357 
110,652 
84,714 
156,898 
40,272 
14,783 
30,511 


Mar. 31, 48 Ratio to 
Cap. Funds ‘‘Risk Assets’’ 
(3000) . 
34,937 
27,475 
142,015 
128,053 
322,399 
108 856 
43,975 
136,797 
362,552 
114,986 
125,255 
300,867 
64,731 
30,188 
29,281 
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Bank of Manhattan____ 
Bank of New York-___- 
Bankers Trust- ; 
Central Hanover 
Chase National] 
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1,408,134 2,002,367 


AVERAGE 29.2 30.1 

In relation to “risk assets,” the 15 banks today have a stronger 
capital ratio than they did in 1936, with an average of 30.1% com- 
pared with 29.2%. Contributing to this has been the conservative 
dividend policy of the banks, whereby a relatively large proportion 
of earnings have been ploughed back into capital. It will be observed 
that total capital funds have expanded from $1,408,134,000 to $2,002,- 
increase of 42.2%. Very little of this has been “new 


The lowest ratio in 1936 is the 14.8% of: Public, followed bv the 
15.1% of Bank of Manhattan and the 16.2% of National City. Bank 
of Manhattan’s ratio has declined to 12.9% and is now the lowest in 


| the group. Public’s ratio has increased to 18.5% and National City’s 


to 17.8%. 
First National’s capital funds are 72.9% of “risk assets” and 
U. S. Trust’s, 65.3%. These are exceptionally high and denote the 
strength and conservatism of these two institutions. The other 13 
institutions have from moderately to substantially lower ratios, but 
none seems low enough to cause concern. 
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NSTA Notes 











NATIONAL SECURITY TRADERS ASSOCIATION-SEC DINNER 


The National Security Traders Association for the second time 
entertained members of the Securities and Exchange Commission and 
staff at a dinner held April 21 at the Hotel Statler in Washington, 
D. C. The dinner, which was of an informal type, will become an 
annual affair. 

Attending the gathering were R. Victor Mosley, Stroud & Co., 
Inc.; Paul Yarrow, Clement, Curtis & Co., Chicago; Michael J. Heaney, 


Chicago; H. Frank Burkholder, Equitable Securities Corporation, 
Nashville; Edward E. Parsons, Wm. J. Mericka & Co., Cleveland: 
Paul I. Moreland, Moreland & Co., Detroit, Mich.; John L. Canavan, 
Rauscher, Pierce & Co., Dallas, Texas; Clair S. Hall, Jr., Clair S. 
Hall & Co., Cincinnati; Henry J. Arnold, Clair S. Hall & Co., Cincin- 
nati; Willis M. Summers, Troster, Currie & Summers, New York City; 
Joseph W. Sener, Mackubin, Legg & Co., Baltimore; Wm. Perry 
Brown, Newman, Brown & Co., New Orleans; Herbert H. Blizzard, 
Herbert H. Blizzard & Co., Philadelphia; Morton A. Cayne, Cunning- 
ham & Co., Cleveland: Stanley Roggenburg, Roggenburg & Co., N. Y.: 
Harold B. Smith, Collin, Norton & Co., N. Y.; Arthur E. Engdahl, Gold- 


| man, Sachs & Co., Boston; Star C. Koerner, Mitchell, Hutchins & Co., 
| Chicago; John E. Graham, Brainard-Judd & Co., Hartford, Conn.: 

John J. O’Kane, Jr., John J. O’Kane, Jr. & Co., New York City; John 
| M. Hudson, Thayer, Baker & Co, Philadelphia; Charles W. Hahn, 


Scherck, Richter Co., St. Louis; Hon. Fred E. Busbey, Washington; 
Russell M. Ergood, Jr., Stroud & Co., Philadelphia: Lester T. Doyle, 
Hardy & Co., New York; T. Geoffrey Horsfield, Wm. J. Mericka & 


| Co, New York; L. E. Walker, National Quotation Bureau, New York; 


and Chester E. de Willers, C. E. de Willers & Co., New York. 
Members of the SEC and their staff attending were: Robert K. 


| McConnaughey, Richard B. McEntire, Edmond M. Hanrahan, Harry 
| A. McDonald, Edward Cashion, Charles Cole, Frank Gibbons, Joseph 
Keenan, Nathan D. Lobell, Louis Loss, Anthon Lund, Sherry McAdam, 
Michael Mooney, and Sidney Wilner. Paul Rowen, Regional] Admin- 
_istrator for Boston, was also present. 


King With Cohu & Co. | Joins Flynn & Levitt 
pecial to THe FInanciat CHRONICLE) LOS ANGELES, CAalarT, — 
LOS ANGELES, CALIF.—Ru-/| Waldo E. Finnoff, Jr.. formerly 





Providence, Enterprise 7008 Detroit, Enterprise 6066 








| pert C.. King has become affili- | 
/ated with Cohu & Co., 634 South | 
| Spring Street. 
| with Merrill Lynch, Pierce, Fen- 
| ner & Beane. 


He was previouly 


Floyd A. Allen Adds 
(Snecial to THe Frnanciat CHronicie) 
LOS ANGELES, CALIF.—Allen 

L. Walker has been added to the 
staff of Floyd A. Allen & Co.. 
Inc., 450 South Grand Avenue. 


with G. Brashears & Co., is now 
connected with Flynn & Levitt, 
411 West Seventh Street. 


H. L. Rodger Co. Admits 
(Sneciai to Tue Financia, CHRONTCLE) 
JOLIET, ILL.—Harry J. Rodger 

has admitted L. R. Williams to 
limited partnership in H. L. Rod- 
ger & Bro., 4 East Clinton Street. 

Mr. Williams has been with the 

firm for some time. 
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Why Support 
Gov't Bonds? 


By THOMAS I. PARKINSON* 


President, The Equitable Life As- | 


surance Society of the U. S. 


Mr. Parkinson claims Treasury 
and Federal Reserve support of | 
government bonds is chief source | 
of our constantly increasing 
money supply, which, in turn, is 
cause of declining value of dol- | 
lar. Concludes price support is | 
more in interest of Treasury than 


of bondholders. | 


Immediately following Pearl] 
Harbor the Federal Reserve Board | 
declared its purpose to see that | 
funds were available to finance the | 
government’s war needs and re-| 
quired the Federal Reserve Banks | 
“to advance funds on U. S. se-| 
curities at par to all banks.” This | 
meant that| 
any bank) 
could turn its | 
government} 
bonds into the 


Federal Re-| 
serve at least | 
at par. 


Later on the 
banks and| 
others bid up 
governments 
to a premium 
above par, and | 





the Federal | 
Reserve ad- 
vanced the 


T. I. Parkinson 


price at which | 
it took those | 
governments offered to it in ac- 
cordance with an “interest pat- 
tern” running through the whole | 
list of governments from 90-day 
bills to 30-year bonds. Whatever | 
this ‘interest pattern” was, in| 
practice the banks which paid a/| 
premium for bonds bought on the | 
market could be sure of getting | 
the equivalent from the Federal 
Reserve if and when they wanted 
to sell. This “support” of govern- | 
ment bonds is still in effect though 
at reduced prices fixed by the Re- 
serve System in the Board’s an- 
nouncement in December of 1947. 

This means that the commercial 
banks may if they choose turn 
their present holdings of any gov- | 
ernment security into the Federal 
Reserve Banks and receive the 
prices now maintained by order 
of the Federal Reserve Board. 
There is no condition imposed on 
the selling bank even with re- 
spect to the use to be made of the 
proceeds of the sale. The selling 
bank may, and usually does, use 
these new funds obtained from 
the Federal Reserve to make loans 
or to buy income producing as- 
sets for investment. These loans 
or purchases add to bank deposits 
and therefore to our money sup- 
ply to the full amount loaned or 
paid. 

This is our present “support” of 
government securities by the gov- 
ernment’s own agencies, and it is 
the chief source of our constantly 
increasing supply of money, which 
is the chief source of the declining 
purchasing value of the dollar and 
the consequent increase in prices 
and the cost of living. 


Analysis of Effects of Support 

An analysis of the outstanding 
government debt and its holders 
may indicate for whom and how 
the “support” program works and 


whether its stabilizing benefits 
are worth the detriments in- 
volved. 


The total government debt is 
$250 billion, made up of different 
types of securities held by differ- 
ent types of individuals or insti- 


tutions. Here are the approxi- 





*A release by Mr. Parkinson 
made through the Continental 
Press Syndicate, Brightwaters, 
N. Y. 





nate amounts of governments 
1eld by various types of holders: 

(1) Savings bonds (E, F, and 
a, ete.)—$60 billion. 

These are not “supported” by 
the Federal Reserve. They are re- 
jeemed by the Treasury at vary- 
ng amounts of loss of either prin- 
*ipal or interest to the holder who 


| cedeems in the early years. 


(2) Holdings of government 


trust funds (Social Security Re- 
tirement, etc.)—$35 billion. 


These are not supported and} 


obviously do not need support. 
Indeed it was originally intended 
that these funds would support 
the publically held debt by in- 
vesting their annual income in 
purchases on the market.  In- 
stead their income goes annually 


into the general fund for current 


| expenditures, 
IOU’s go into these trust funds. 


(3) Holdings of the Federal Re- 
serve Banks—$20 billion. 


These result from previous sup- 
port purchases made from banks. 
| They have had their support and 
obviously need no more. 

The three classes 
above as not having or not need- 
ing support total $115 billion out 


and government! of the total 


described | 


f outstanding of $250 
billion. The remaining $135 bil- 
lion may be classified as follows: 


(4) Short-term governments, 
maturing within five years (less 
_the $20 billion held by the Fed- 
| eral Reserve Banks)—$45 billion. 
These shorts are usually con- 
|sidered as “money bonds” and 

(Continued on page 48) 





Highlights: of Our Operations in 1947 : 





to come. 








National 


as a Customer— 


You needed steel in ever-increasing 
amounts during 1947. To meet,this 
growing demand, our production 
was pushed to a record-breaking 
pace; but, still it wasn’t quite 
enough. In fact, to anticipate your 
future needs, it’s been necessary for 
us to further expand our construc- 
tion program, making it the biggest 
in National Steel’s history. This program includes additional 
inggt capacity, through construction of a 400-ton per day 
oxygen plant and other facilities; development of iron ore 
and coal properties, and added capacity for sheets, strip, and 
electrolytic tin and zinc-coated products. 

Despite the serious problem.of obtaining sufficient amounts 
of iron and steel scrap of proper quality, National Steel 
expects to give you éven’ better service in 1948 and the years 


WEIRTON STEEL COMPANY ° 
THE HANNA FURNACE CORPORATION ¢ 
NATIONAL STEEL PRODUCTS CO. e 





as an Employee— 


Our relations with you°were excellent—a tremendously im- 


portant reason for our high produc- 
tion volume in 1947. The coopera- 
tive spirit of team-work in our 
plants not only made for more 
sales, but also for the greatest total 
payroll, the largest number of em- 
ployees and the highest average 
annual earnings ($3559) in the his- 
tory of National Steel. 


as a Stockholder— 


Although your corporation’s pro- 
duction and sales reached a record 
peace-time high, the continuing in- 
crease in material, wage, and other 
costs again resulted in a reduced 
ratio of net income to sales. 
net income for 1947 was $12.03 per 
share on 2,230,817 shares, an appre- 
ciable increase over 1946. We paid 


NATIONAL STEEL CORPORATION 


Owning and Operating 


GREAT LAKES STEEL CORPORATION 


Our 





NATIONAL MINES CORPORATION 


Steel 
Reports to You... 


$4.00 per share in dividends and 


($17,915,720) was retained in the business. 

The necessity for retaining these earnings is indicated by 
the fact that in 1947 we spent over $35,000,000 on new 
construction—and uncompleted construction amounted to 
another $27,000,000. In addition to the present higher cost 
of capital replacements, there is need for greater working 
capital to finance the increased volume and higher operating : 


costs of today’s business. 


as a Fellow Citizen— 


As one of the leading companies in the industry that is such 
a primary part of the modern American Economy, National 
Steel’s success in 1947 is good news for everyone. 
production achievements and, in particular, our employee 
relations were gratifying to labor, management and to the 
citizens of the communities where our plants are located. 
National Steel’s future is a bright one. 
in business a long time. And it expects to continue the 
high production of steel for a stronger, more secure, more 


prosperous America. 


—_—— 





ial 


the balance of earnings 


Our 


It expects to be 





$95,113,863. 





THE YEAR IN BRIEF 


1947 1946 
ft aes $328,957,189 $239,764,320 
Total income. ..::..:..: 330,836,584 242,086,616 
Materials, services 

and other expenses.... 175,251,290 121,064,809 
Wages and salaries...... 90,106,223* 72,813,859* 
Depreciation and 

MES 5 5k cee we 12,853,292 8,192,976 
Interest and expense 

on long term debt..... 1,257,143 1,257,143 
Total taxes 24,529,848 18,296,178 
Net earnings........... 26,838,788 20,461,651 
Net earnings per share... $12.03 $9.17 


*In addition to the amount of wages and salaries paid for 
production in 1947, National Steel Corporation paid $5,007,- 
640 for work on construction, making the actual tote] payroll 
In 1946, the total payroll was $75,190.951. 








HANNA IRON ORE COMPANY 
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ADVERTISEMENT 


ADVERTISEMENT 


ADVERTISEMENT 


UNION PACIFIC RAILROAD COMPANY 


FIFTY-FIRST ANNUAL REPORT — YEAR ENDED DECEMBER 31, 1947 


lo the Stockholders of Union Pacific Railroad Company: 


The Board of Directors submits the following report for the year ended Decem- 
including Oregon Sho:t Line 


ber 31, 1947, for Union Pacific Railroad Company, 
Railroad Company, Oregon-Washington Railroad & 


Angeles & it Lake Railroad Company and The St. ‘ c 
ail ~ ? Basen to Union Pacific Railroad Company. 


aailway Company, whose properties are 


fhe lessor companies have certain income and charges, 
ng to transportation ope t 
Sheet and tabulations and tables relating 


.neome Account, other than those relati 
Surplus Account and General Balance ; 
thereto are stated on a consolidated basis, excludin 


companies. 


g 


INCOME 


The operated mileage at close of year and income 
with 1946, were as follows: 


1947 
9,755.64 
1,530.41 
4,523.81 


15,809.86 


Operated Mileage at Close of Year 


OU 0 eee 
Miles of additional main track_- 
Miles of yard tracks and sidings 


Total Mileage Operated 


Transportation Operations 


Operating revenues_______- 
Operating expenses____ 


Revenues over expenses______- 
: 58,431,619.97 


Railway Operating Income 
Rents from use of joint tracks, yards and 


terminal facilities______- 1,845,195.27 


Hire of equipment—debit balance-__- 
Rents for use of joint tracks, yards, and 
terminal facilities__ paket ht eg es 


3,334,639.51 


Net Income from Transportation Operations_. %36,757,231.21 


Income from Investments and Sources other 
than Transportation Operations 


{Income from oil and gas operations—net__-_- 
Dividends on stocks owned 2 
interest on bonds and notes owned_- 
Other interest income__ 

Rents from lease of road and e 
Miscellaneous rents___ 
Viscellaneous 


$16,957,217.95 
2,343,818.00 
2,273,337.40 
140,205.89 
279,527.54 
512,984.35 
3,528,178.27 


quipment_-____ 


TS SS: 


-~------~------- $62,792.500.61 $42,751,742.19 $20,040.758.42 


Fixed and Other Charges 
{Interest on funded debt____ 
Interest on unfunded debt______ 
Miscellaneous rents_ 
Miscellaneous charges_____ 


368,404.78 
28,928.43 
459,901.03 





Net Income from All Sources 


Released from “Reserve against possible re- 


funds on U. 8. Government shipments’’___- 1,547,973.23 


1946 


y, 
1, 


774.91 
531.45 
4.490.59 


15,796.95 


$410,053,704.83 $361,395,534.29 $48,658,170.54 
_ 300,454,623.61 286,409,739.61 


$109,599,081.22 $74,585,794.68 $35,013,286.54 
35, 403,648.23 
" $51,167,461.25 $39,182,146.45 $11,985,314.80 
1,816,712.47 


$53,012,656.52 $40,998,858.92 $12,013,797.60 


-- $12,920,785.80 $10,999,214.01 
3,046 293.10 
$16,255,425.31 $14.045,507.11 ee - 


$26,953,351.81 


$6,621,631.3 
2,913,483.50 
*2,717,036.05 
814,508.64 
315,029.74 
519,356.02 
1,906,345.09 


ee a RE SL mY On “as 
$26.035,269.40 $15,798.390.38 $10,236,879.02 


$7,487,770.82 $11,384,595.08 
365,187.93 
32,053.33 
538,302.57 ; 
__ $8,345,005.06 $12,320.138.91 
$51,447,495.55 $30,431,603.28 


3,780,134.95 


TAXES 
State and county~——-_- 


Federal income 
Federa) unemployment insurance ___- 
Federal] retirement a 
Other Federal_ 


Navigation Company, Los 
Joseph and Grand Island 
and the figures in the Total Federal - 
rations, and in the Total taxes 


Railway operating income 


Equipment rents 


offsetting accounts between 
Joint facility rents (debit) 


Net railway operating income_-__-__- 


for the year 1947, compared Per cent—Operating expenses of 


erating revenues 


FREIGHT TRAFFIC 
(Commercial Freight only) 
Tons of revenue freight carried 
Ton-miles, revenue freight 
Average distance hauled per ton (miles) 
Average revenue per ton-mile (cents)__ 


Decrease 
19.27 


Increase 


PASSENGER TRAFFIC . 
(Excludes Motor-Car Trains) 
Revenue passengers carried 
Revenue passengers carried one mile__ 
Average distance hauled per passenger 
(miles) mie 
Average passengers per passenger-train 
mile —_ : 
Average revenue 
| RRS ioép- caiean nite anal naddilaiis tins 
Average revenue per passenger-train 
mile, passengers only 
Average total revenue per passenger- 
train mile_____- 
“Includes depreciation, amortization 
and retirement charges: 
Maintenance of way and structures__ 
Maintenance of equipment___ 


13,644,884.00 


23,027,971.74 


per passenger-mile 
28,482.80 


$1,921,571.79 


208,346.41 


$2,209,918.20 


$9,803,879.40 


GENERAL 


Investments: 


$10.335.536.61 Road and Equipment 


$569,665.50 
443,698.65 
674,302.75 
35,502.20 


Less: 
Receipts from improvement 
and equipment fund 
Appropriations from income 
and surplus prior to July 1, 
1907, credited to this ac- 
count 


2.6 


23.33 
1,621,823 


3.18 


Road and equipment property 
Donations and grants tCredit) 


Reserve for depreciation—road 
and equipment (Credit) 


Reserve for amortization of na- 
tional defense projects (Credit) 


Sinking funds 

Capital and other reserve funds__ 
Miscellaneous physical property_— 
Reserve for depreciation—nilscel- 


_ $3,896,824.26 
$3,216.85 
; 3,124.90 poe 
78,401.54 
$3.975,133.85 


$24,01 


5,892.27 





Total for Disposition 


DISPOSITION 


Dividends on Stock of Union Pacific Ball- 
road Co.: 


Preferred stock: 
2 per cent paid April 1, 1947 $1,990,862.00 


2 per cent paid October 1, 
F 1,990,862.00 $3,981,724.00 


$55,995,468. 78 


ono 


Common stock: 

142 per cent paid April 1, 

ES Sen are $3,334,365.00 

1% per cent paid July 1, 

1947 MESA: Se 
14% per cent paid October 1. 

1947 i Sa ge ‘ 3,334,365.00 
5%2 per cent payable January 
2, 48 


12,226,005.00 22,229,100.00 


$34,211,738.23 


$3,981,724.00 


13,237,460.00 


laneous physical property 
(Credit) —- . 

Investments 
panies: 
Stock 
Notes 
Advances 


in affiliated com- 


Investments in other companies: : 
Stocks etl oabe 
Bonds and note. ads scieemnee 


Total —~- 


Reserve for adjustment of in- 
vestments in securities (Credit) 


Total Investments 


" . Current Assets: 
$8,891,640.00 Com 





Total Dividends. __ 


$26,210,824.00 
oe ree to Earned Surplus — Unappro- 


‘ $29,784,644.78 


__*Restated._ 


Operating results for year 1947 compared with year 1946: 


1946 
9,775.33 


1947 
9.772.88 


Average miles of- road operated 


OPERATING REVENUES 


$330,468,521.09 $263.825,662.84 
46,412,313.47 64,767,862.71 
10,261,533.72 7,928,255.67 
5,635,676.10 6,420,630.92 
7,121,572. 81 8,321,134.77 
3,303,997.27 2,732,891.12 
6,850,090.37 7,399,096.25 


Other passenger-train _ 
Switching _ 
Other 


$17,319,184.00 


$16,892,554.23 


Temporary cash investments 
S. Government securities) 
Special deposits__ eee 
Loans and bills receivable 
Traffic and car-service balances 
—net 
Net balance receivable from agents 
and. conductors............... 
Miscellaneous accounts receivable_ 
Matcrial and supplies 
Interest and dividends receivable 
Accrued accounts receivable 
Other current assets: 

Baltimore and Ohio Railroad 
Co. capital stock applicable 
to payment of extra dividend 
of 1914...043- 

Miscellaneous 


$8,891,640.CO 


$12,892,090.55 


Decrease 
2.45 


Increase 


$66,642,858.25 eee Ue 

. $18,355,549.24 

2,333,278.65 octane - " 
ee 784.954.83 

1,199,561.96 


Total Current Assets c 
Deferred Assets: 

Working fund advances 

Other deferred assets 


571,106.15 Nate 
hs 549,005.88 





Total operating revenues 


OPERATING EXPENSES 
*Maintenance of way ard structures 
*Maintenance of equipment 


_$410,053.704.83 $361,595.534.29 


$53,128,675.48 $46,576,730.42 
69,181,744.75 69,235,048.90 


$48.658.170.54 
; Total Deferred Assets 


Unadjusted Debits: 
Prepayments wadiislan 
Other unadjusted debits 


» 
be 


$6, 


$53.304.15 





Total maintenance 
Traffic 
Transportation bi. 
Miscellaneous operatisns 
General 


- $122,310,420.23 $115,811,779.32 
8,486,055.96 7,880,227.66 
146,741,603.24 140.262.539.14 
13,130,293.97 13,633,024.46 
9,786,249.51 9,222,169.03 


4 


$6,498,649.91 
605,823.30 
6,479,064.80 


Total Unadjusted Debits__- 


$502,730.49 Grand Tetal 


564,080.48 este — 





Total operating expenses 


_$300.454.623.61 $286,809,739.61 


Revenues over expenses_______ - $109,599.081.22 $74,585.794.62 


OP OO IN 


| 
iF 


© | 


Sli eMIAID 


(b) Due chiefly to payments by Bon 
years, of principal of and premiums 0 
were called. 

*Restated. 


_$13,644.884.00 


cs 
o 


$35,013,286.54 





aoe = --------- $13,885,835.00 $12,480,000:60 


- $51,167,461.25 $39,182,146.45 


Average revenue per freight-train mile_ 


$1,073,244,606.65 $1,042,969,252.44 


“ $28,427,836,23 _ $26,192,714.72 


$86,846,681.65 


“"'$926,091,531.49 


$1,155,240,071.83 $1,206,68 


‘a’ Principally loss from saie of Balt 


Per 
Cent 
11.3 


Increase Decrease 


$1,405,835.00 


1947 1946 


cake eee 
; 2 


$30.449,589.61 £12,269,366.11 $18,18C,223.50 x 
4, 


11,123.57 . 
3,595 486.128 


4,802,208.64 
9,169,136.76 
124,849.96 


791,085.67 
573,656.56 
289,546.47 


cA 64.5 
$164,696.51 569 





$44,545,784.97 $22,923,648.23 $21,622,136.74 


$58.431,619.97 $35,403,648.23 $23,027,971.74 





$11,985,314 80 
1,921,571.79 
259,863.61 


12,920,785.80 
1,489,444 24 


10,999,214.01 
1,229,580.63 





§53,351.81 


$36,757,231.21 $26, $9,803,8 


79.40 





79.36 


4%3.002,636 8.417.840 
,474,365,447 4,264.555,424 
572.35 ded 

£60 

$8.66 


he 


9° 
27 


-081 
$1.63 


_ 
| & 0) me Cn wt 
Lm ® 22 UF 


1,855,213 
1,535,465,378 


2,875,329 
2,109,816.057 


733.77 36.31 


135.79 56.05 


2.193 
$2.98 


$3.98 


$5,930,€11.8% 54,7 95,776.0% $1,124,835.83 
10,253.359 5f 821,970.12 


BALANCE SHEET—ASSETS 


December 31, 
1946 


December 31, Increase Decrease 


1947 





$30,275,354.21 


$23,823,091.13 $23,823,091.13 


52 


13,310,236 


$37,133,327.65 


13,310,236.52 





$37,133,327.65 


$30,275,354.21 


$11,998,756.59 _ $11,795,049.39. ‘$203,707.20 


$173,878,433.87 $173,435,083.69 $443,350.18 


$1,633,867.59 
$2,285.00 
__ $396,162.36 


$57,803,237.17 
8 =e 
$143,773.28 


_ $59,437 ,104.76 
$2,507.50 
$539,935.64 


$2,235,121.51 pe 


$14,172,864.54 $12,922,357 .52 $1,250,507.02 


$18,679,195.24 
348,344.43 
8,771,547.76 


$20,304,013.24 
329,594.24 
8,491,049.55 


$29,124,657.22 


$1,624,818.00 


$18,750.00 
280,498.21 





$1,325,569.79 





$27,799,087.43 


$64,052.376.08 $3,503.66 


22,725,409.57 


$64,048,872.42 


22.797.£09.23 $72,399.66 





_$86.777,785.65 


$68,896.00 __ - # 


$33,845,942.13 
$892 ,845,745.89 


$33,842,953.87 (2) $2,988.26 


$33,245,785.60 


<== 


$43,312,877.48 $43,001,365.39 $311,512.09 
$67,248,856.27 
(b) 1,167,207.09 


163,551,106.09 
1,772,7€3.93 
940.00 


96,302,249.€2 
605,496.84 
789,140.09 28 
11,272,427.22 9.017,€61.1: 
4.167,836.2 
12,216,168.‘ 
34,£45.651. 
1.248.998 
9,071,675.75 3,458,057.%4 


4,.343,.868.03 
16,791,55 
35.940.295.93 

1,039.301.64 


2,529,733.69 


14.634.18 
218,606.90 


106 297.3¢ 110,133.3 


1,023,344.23 


9 
: 500.93 3,236,00 





$224.048.185.90 


$279,222,204.E9 $55,174;018.69 


= = —==s 


$108,.€34.79 $107,753.46 
3,499,086.48 53,020,922.56 


721.27 $33,128,676.02 


(,f2h.8 


$881.33 
_ (c) $29,521,836.08 





$29,520,954.75 


=== == 


$2.622.00 
1,490,011.17 


--- $1,185.21 
$7,711.14 





1 
$1,492,633.17 $1,486,107.84 $6,525.33 


2,734.34 _-..---.  $51,442,662.51 


~* 








= — — — ——— — ae 


imore & Ohio R.R. Co. common stock, charged to this account. 
d Trustees, from funds deposited with them by Company in’ prior 
n called bonds and of interest to dates on which such bonds 
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GENERAL BALANCE SHEET—LIABILITIES Surplus: 1947 1946 Increase Decrease 
December 31, December 31, Increase Decrease Paid-in surplus_---__--------~-- $860.00 $260.00 
1947 1946 , 
Capital Stock: Earned surplus—appropriated: 
Additions and betterments_-_--_- $28,522,352.23 $23,522,352.23 
oo ge ee oe $222,302,500.00 $222,302,500.00 Funded debt retired through 
bial BEAN income and surplus____----- 4,323,622.41 3,118,978.66 $1,204,843.75 
Preferred stock ---------------- 99,591,580.79 99,591,580.79 Sinking funa reserves________ 222.50 S60-0e-. >> wee $2,285.00 
P . ere ee Reserve against possible refunds 
Total Capital Stock_______ $321,894,080.79 $321, 894, 080.79 on U. S. Government ship- 
2 3 z 
PaO TE: oanhh otek Aes oe 240,710.232.09 319,891,869.53 eGo $79,181.637.49 ments —__------------------ 2,194,172.98 3,742,146.21 ~------- 1,547,973.23 
Ve tae ee ER si = Total Earned Surplus—Ap- 
Total Capital Stock and i j 
Funded Debt Fail $562,604,312.88 $641,785.950.37 Pees o $79,181,637.49 propriated ___--__--_~-- $35,040,570.12 $35,385,984.60 = = --.-.... $345,414.4. 
: Pas Reape = Sapient Asaeaoaeg a ata taal 367, th 276, : 
Due to Affiliated Companies_______ $11,180,098.87 99,470.000.92 $1,720,088.95 Earned Surplus—Unappropriated $367,170,188.97 $338,/845,276.91 $28,324,905.06 
———— — -- —— = Total Earned Surplus___-_~ $402,210,752.09  $374,231,261.51 $27,979,490.58 
Current Liabilities: 
Total Surplus ....._..... $402.2 211 612.09 $374,232,121.51 $27,979;490.58 
Audited acesunts and wages pay- pe Soarenaration went re sen oe eran 
TE, tibingrea ng pli tile dllaiiaeas $24,326,364.65 $23,814,245.01 $1,012,119.64 As this consolidated ba'ance shcet 
3 LA ; ! ae excludes ail istencompany items, 
Miscellaneous accounts payabl: 4,931,811.00 3,684,945.13 1,246,865.87 securities of the Los Angeles & 
Interest matured unpaid: Salt Lake Railroad Company and 
Coupons matured, but not pre- The St. Joseph and Grand Island 
IS since setae era meee eee 492,197.20 1,931,289.84 oh $1,439,092.64 Railway Company owned by other 
‘ System companies are not in- 
Coupons and interest on regis- ciuded. The ditierence between 
tered bonds, due first prox~- eG hs the par and face value of such 
a ie a a a 104,277.50 2,191,285.00 ionite 2,087,007.50 securities as carried on the books 
mh: ; of the issuing compan.es_ iless 
Dividends matured unpaid: unextinguished discount on the 
Dividends due but uncalled for 293,038.31 336,697.25 eal 3,658.94 bonds and discount charged to 
p Earned Surplus—Unappropriated 
Extra dividend on common stock but added back in conso:idating 
declared Jan. 8, 1914, pay- the accounts) and the amounts 
able to stockho'ders of record fae at which the securities are car- 
March 2, 1914, unpaid 115,328.34 118,876.61 eas 3,538.27 ried on the books of the owning 
‘ a . x ies is set up here to 
Dividend on common stock pay- we sepa 
able second prox:mo________. 12,226,005.00 3,334,365.uu 6,89 1,640.00 balance -__-_- -------------- __ $39,584,547.24 _ $39,584,547.24 . 
Unmatured interest accrued_____ 1,671,471.96 1,692,014.03 ijk 20,542.07 Grand Tetal____._..__..__-- $1, 155,240,071. 83 $1,206, 682,% 34. 34 ae Wee $51,442,662.51 
Accrued accounts payable oe 7,590,046.69 7,289,449.10 300,597.59 -_— { 
m5 9497 29 1970472 (c) Due principally to writing out of these accounts, amounts billed against U. S. Government (not 
Taxes accrued __ eer 50,075, 242.78 32,170,472.67 17,904,769.11 included in Company's income), representing differences between commercial rates and land grant rates 
‘ ‘+t G ae ore = . on certain freight shipments transported in prior years, because of decisions by U. §. Supreme Court 
Other current liabilities ey 4.696 ,491.96 itctatndints 33.5% 1,340;828.41 sustaining Government’s contention that such shipments were ‘‘military or naval property of the United 
Total Current Liabilities $107,022,235.41 $79. 919.994. 21 $27,102,291.20 States moving tor military or naval and not for civil use,’’ to which land giant rates were applicable 
7 under a Act of 1940. 
Deferred Liabilities - ioe $8,041,593.42 $7,676,282.09 $365,311.33 Per abe teh 5 i = Rei iee Oe : ST ech 
EXPENDITURES CHARGEABLE TO INVESTMENT IN ROAD AND 
Unadjusted Credits: EQUIPMENT PROPERTY 
, + , nei = ON 290 20 ‘ ? Additions and Betterments pamaaeies ae sta! idvnienbapeainee dn lite ns ws as eae $9,198,025.84 
Premium on funded debt $4,923,914.91 $5,250,429.32 ones 326,514.4 
, a en, é a Equipment _______ ce SEIS ANA PIE ae POTTS EG RET 37,481,854.65 
Reserve for fire insurance a 15,838,605.05 14.964,846.60 $873,758.45 comnerenyttinpatiaiapiiateniedia 
Reserve for depreciation—leased Total Mapenditures Ea ET CUO EEMESSSELINOGSS RE? ees ce 
papery —...-... bvaseagtnaies 5,050.57 235.42 — 185.85 Credits to investment in Road and Equipment Property: 
Other unadjusted credits: 828,051.39 33,793.316.66 A (c)29,965,265.27 Cost of fixed property retired and not —— Senevnstaey adie Pa 
Cost of equipment retired___~- i sia enicotisLicc buns ele Mek hil escesth Nass ends ss aba et ne tds ar ends ae el ae 14,778,624.91 


Total Unadjusted Credits__ 


Total Liabilities 


$24, 595, F 21. 92 


$713,413,912.50 


$54 013, 829. 60 


$792 ,866,065.59 


$29, 414, 207. 038 


$79 422,153.09 


Total Oredits _ 22. bo ob ape alee agen ae G- 


Net increase in investment in “Road and Equipment Property”’ 





$16,402,526.28 
$30,275,354.21 











The Current Money Market 


By DONALD 8S. THOMPSON* 


Vice-President, Federal Reserve Bank of Cleveland 


Mr. Thompson traces effects of war financing on money and banking developments, and points out 


since war’s end individual spending has increased more rapidly than aggregate individual savings. 


Sees 


continued heavy demand for capital and credit, and more serious inflation should sustained capital and 


rearmament expenditures exceed physical output of goods and services. 


Says credit tightening by 


Federal Reserve has been partly offset by gold imports and rediscount rate is inoperative as credit 
expansion check. Analyzes proposed measures for checking inflation. 


Our financial problems of today are primarily an inheritance of the costliest war in his- 
tory and of the policies followed in financing that war. 
the money market and to outline the situation as I see it, particularly with reference to 


its banking* 
implications, I 
propose first 
toreview some 
pertinent as- 
pects of war 
finance with 
which most of 
you are no 
doubt familiar 
and which 
have played a 
major role in 
shaping our 
recent finan- 
cial history; 
second, to re-| 
view postwar 
financial de- 
velopments and. the course of! 
money rates; and, third, to discuss 
the financial outlook, the prob- 
lems which I see ahead and their ' 
implications to banking. 

For our present purpose, I 
would like to start the story with 
the year 1940. Perhaps you can 
recall the feeling of bewilderment 
and dismay that engulfed us when 
Germany swept into the lowlands, 
overran France and launched its 
air attack on England. That feel- 
ing of dismay gave way to one of 
determination and a _ willingness 





Donald S. Thompson 





*An address by Mr. Thompson 
before the 13th Eastern Regional 
Convention of the National Asso- 
ciation of Bank Auditors and 
Comptrollers, Pittsburgh, Pa., 
April 24, 1948. 





to sacrifice for the safety ae 


of the amazing manifestations of | 


that spirit was public sentiment in | past mistakes. 
1940 was | our past history because if bank- 


favor of heavier taxes. 
an election year, however, and the 
Administration and the Congress 
enacted only very moderate in- 
creases in taxes. People relaxed 
and thought that after all may be 


‘we could have our guns and our 


butter too without serious sacri- 
fice. The consequences of the fis- 
cal and financial policies that 
followed from this’ general 
philosophy are with us 
day. In my opinion, taxes never 
were heavy enough, people did 
not save enough, they spent too 
much, too much of the war was} 
financed by bank credit, purchas- | 
ing power expanded beyond the 
ability of our economic system 
to increase the supply of goods 
and services and inflation became 
and is now rampant. I do not be- 
lieve that we could have financed 
the war without some inflation, 
but I do think that it need not 
have been so bad as it has been. 
I emphasize this point now be- 
cause the world outlook today in- 
dicates that we may have some 
difficult and fateful decisions to 
make in the near future and I 
would hate to see us make the 
same financial mistakes all over 


again. The record of the present 
year to date does not give me 
much hope that we will have the 


Therefore, 


to- | 





in order to discuss 


vision, the wine the self-re- 


/courage to avoid repeating our 
I also emphasize 


/ers do not insist on sound fiscal 
and financial practices, when the 
'going gets tough who is there to 
‘do it? 

War Financing and Its Effect 


During the four years ending 
June 30, 1945—the four years of 
rearmament and active participa- 
‘tion in World War II—the Federal 
Government spent $310 billion. It 
collected in revenue a net total of 
'$126 billion, leaving a deficit of 
$184 billion. Because of the large 
volume of payments being made, 
the Treasury had to increase its 
working balances substantially so 
that total borrowing (i.e., in- 
crease in the public debt) amount- 
ed to more than $200 billion. 
Of this amount, $16 billion, or 
8%, was borrowed from Fedcral 
' agencies and trust funds, $100 bil- 
lion, or 50%, was borrowed from 
the public other than from banks, 
and $84 billion, or 42%, was bor- 
rowed from the banks—$20 billion 
from the Federal Reserve banks, 


illi > -| 
and $64 billion from the commer by $60 billion or from $61 billion 


cial banks. 
Financing of this magnitude 
would inevitably be the dominant 


factor in the money market. In 
this instance the borrower, the 
Treasury, under wartime condi- 


war in such a way that no military 





|doubt familiar. 
|rates and policies followed in issu- 
‘ing securities made it profitable 
preservation of our country. One | straint, the statesmanship and the | 


| Commercial 


tions, was also able, in the name | 


of patriotism, to dictate all terms | 
and silence all dissent. Therefore, | 
what the Treasury decided be- 
came policy during this period 
and the financial community ful- 
filled the role of financing the 


decision needed to be made for fi- 
nancial reasons. As was true with 
other Governments, it was the de- 


| liberate policy of our Government | 


| to finance the war at low rates of | 
interest. The Treasury established | 
low rates of interest on its securi- 


| ties and insisted on a “pattern” of 


rates with which you are all no 
The pattern of 


for subscribers to take a “free 
ride” or to “ride the curve’’—that 


‘is, to buy securities at the issue 
'price and then sell them later to | 
financial institutions, chiefly the 


banks, at above the issue price. | 
This gave original subscribers 
a return higher than that nomi- | 


nally set by the Treasury, assur- 


ing substantial oversubscription 
for each Treasury drive. 

The commercial banks were | 
supplied by the Federal Reserve 
banks with reserves sufficient to 
make it possible for the banks to 
buy enough securities to main- 
tain the pattern of rates. In order 
to accomplish this objective and 
to meet the demands for currency | 
the Federal Reserve System 
bought $20 billion of securities; 
the commercial banks bought $64 
billion and between them the 
banking system as a whole fi- 
nanced 42% of the Federal deficit. 
bank holdings of 
U. S. Government securities in- 
creased from $20 billion in mid- 
1941 to about $85 billion at the 
close of the war while the public’s 
holdings of currency and of de- 
posits in commercial banks rose 


to $121 billion. The public’s hold- 
ings of currency and deposits in- 


‘creased by $60 billion while their | 


holdings of Governments _in- 


creased by $100 billion. 


Price Developments 


The total value of all goods and 
services produced in this country 
rose substantially during the war, 
reflecting increased purchases by 
government, chiefly for war pur- 
poses, and an expansion in con- 
sumer purchases. The annual rate 
of government purchases rose by 
$85 billion and of consumer pur- 
chases by $50-$60 billion. Indus- 
trial production during the war 
was more than double prewar 
output. The increase was entirely 
in war goods, manufacturing out- 
put of civilian goods declining by 
about 20-25%. Supply of foods 
available to civilians which or- 
dinarily absorbs about one-third 
of civilian expenditures, increased 
by 10-15% so that total civilian 
supplies were somewhat below 
prewar levels. During this period, 
personal incomes were rising 


sharply due primarily to high 


salaries and wages. Farm income 


| and business profits also increased 


substantially. 

Taxes were not raised suffi- 
ciently to absorb increased in- 
come. Direct borrowings by the 
Treasury and other forms of 
savings, although greater than 
ever before in our history, also 
failed to absorb the increased in- 
comes. Individuals were left with 
more money to spend. They sought 
to spend their incomes on the 
available supplies of goods and 
services, and prices rose. The 
growth of incomes at a time when 
the total supply of goods available 
to civilians was reduced and when 
a number of commodities were 
being rationed and prices con- 
trolled, left people with large 
amounts of savings. The rate of 
saving during the war rose to a 
peak of nearly one-quarter of per- 
sonal income in 1942. the highest 
figure ever recorded. 

A substantial portion of these 
savings and of the retained profits 
and unused depreciation allow- 
ances of business were, for the 
most part, invested or held in 
liquid assets—currency, deposits, 
and government securities. As a 


(Continued on page 44) 
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The railroad stocks continue among the best acting on the New 
York Stock Exchange, and it is the opinion of most analysts and 
economists that there is every reason why they should continue as 


the leaders. 


cated its awareness that it has a° 


mandate from Congress to estab- 
lish rates that will allow at least 
reasonable profits and assure the 
maintenance of an efficient and 
adequate transportation system. 
Also, the Commission has finally 
recognized in its most recent rate 
decision that tle rate needs of the 
individual railroad vary as be- 
tween the different sections of the 
country. 

With an adequate rate structure 
(and this appears to have been 
achieved) there is no doubt but 
that at the present level of traffic 
a vast majority of the country’s 
railroads can make good money. 
Recent developments have tended 
to give assurance that the high 
“level of traffic will be with us 
for some time. One factor has 
been passage of the European Re- 
covery Act with its implications 
of a sustained high volume of ex- 
port freight movement. Another 
tactor has been the growing belief 
that we will engage in a substan- 
tia! rearmament program. Not 
only will this in itself bring with 
it a high level of industrial ac- 
tivity and, therefore, railroad 
freight volume. Also, it will pre- 
sumably mean a slowing down of 
the rate at which the backed up 
demand for civilian goods was be- 
ing satisfied. This in turn should 
. give support to our industrial 
economy when the armament pro- 
gram slows down. 

While all sections of the rail list 
have participated in the changed 
investor and speculator psychol- 
ogy, the response has not by any 
means been uniform. One of the 
better quality stocks that has con- 
tinued relatively laggard has been 
Southern Railway common. It has 
naturally staged some recovery 
from the year’s low. Nevertheless 
it is still selling out of line with 
other rail stocks of similar invest- 
ment stature in relation to long- 
term traffic prospects, current 
earnings and the well secured 


dividend of $3 per share per an- | 


num. In particular, many analysts 


are hard pressed to understand | 
why the spread between this stock | 
and Southern Pacific has widened | 
so during the past twelve months. | 

Southern Railway was one of | 


The Interstate Commerce Commission has again indi- 


traffic status. The road literally 
covers the south. Therefore, it 
has participated fully in the bene- 


fits from the long term trend to- and I hope that I can give you a 


ward industrialization of the area. 
Also, there has been a healthy 
greater diversification of cash 
crops in the southeast, which has 
strengthened the entire economy 
of large parts of the territory 
served. As a result of these de- 
velopments Southern has enjoyed 
a revenue trend superior to that 
of the industry or the roads of the 
Southern Region as a group, The 
industrial expansion has not even 
yet run its full course which 
augurs well for a continuation of 
the better than average traffic and 
revenue performances. 

Over the past ten years earn- 
ings on Southern common have 
averaged $9.19 a share without 
any allowance for the interim re- 
duction in fixed charges. In the 
difficult first post-war year, and 
without the benefits of tax credits 
which supported so many roads, 
the company earned $4.82 and last 
year this increased to $6.85. The 
road is one of those that reported 
year-to-year gains in net in the 
opening 1948 months despite ad- 
verse weather conditions. With 
this background results for the 
full year should reach $10 a share, 
or more than three times the cur- 


rent dividend. 
em 


Hubert R. O'Neil, Jr. 
With Morgan & Go. 


(Special to Tue FiNnaNciaAL CHRONICLE) 


LOS ANGELES, CALIF.—Hu- 


‘bert R. O’Neil, Jr. has become as- 




















the first of the major Class I car- | 


riers to recognize the advisability 
of reducing its debt and charges 
after the depression years. In the 


Hubert R. O’Neil, Jr. 


past two years it has been handi- | 


capped by the relatively high 
prices at which its bonds have 
been selling and the fact that none 
of its debt is callable. Neverthe- 
less, since the beginning of 1941 it 
has reduced its direct non-equip- 
ment debt by close to $62 million 
and leased line debt has been cut 
by more than $9 million. Fixed 
charges have been reduced by 
roundly $4,200,000 in the past ten 
years to the current indicated 
level of $12,600,000. This saving 
is alone equivalent to more than 


$2 a share of common, allowing | 


for Federal income taxes. 


Another favorable aspect of the 
Southern Railway picture is the 
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25 Broad Street New York 4, N. Y. 
Telephone BOwling Green 9-6400 
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| sociated with Morgan & Co., 634 
|South Spring Street, members of 
'the Los Angeles Stock Exchange. 
|Mr. O’Neil was formerly with 


'Bourbeau & Douglass and Buck- | 


\ley Brothers. Prior thereto he was 
/with Butler-Huff & Co. and Hill 
'Riehards & Cu. 


T. H. Jones & Go, ts 
Formed in Cleveland 


(Special to THe FINANCIAL CHRONICLE) 

CLEVELAND, OHIO.—T. H. 
| Jones & Company has been formed 
|with offices in the Union Com- 
/merce Building to engage in the 
securities business. Officers are 
Thomas Hoyt Jones, Jr., Presi- 
dent; David G. Skall and Lester 
I. Miller, Vice-Presidents; 


Secretary, and Irma H. Bender, 
Assistant Treasurer and Secretary. 
| Mr. Jones was formerly a partner 
|in Prescott & Co. Other officers 
| Were all of Skall, Joseph, Miller 
| & Co. which is being dissolved. 


Mercer Hicks New Location 

Mercer Hicks & Co. announces 
the removal of their offices to 
larger quarters at 72 Wall Street, 


| New York City. 


Her- | 
man B. Joseph, Treasurer and 


Outlook for A 


By GLENN L. MARTIN* 


ircraft Manufacturing 


President, Glenn L. Martin Company 


Leading airplane manufacturer, asserting air plane industry is well past pilot-plant stage, outlines steps 


to place production on a firm basis. 
improved equipment and reveals new developments in passenger and freight aircraft. 


Cites losses of aviation companies as hindering replacement of 


Says U. S. is 


first in airplane improvement and production, and greatest problem facing manufacturers is to win sufhi- 


cient confidence of public that will supply required capital. 


Points to increased military aircraft needs. 


I am pleased to appear before the Association of Customers’ Brokers because you 
are the artisans that sensitize countless arteries of the economic ‘structure of the country 


ulaciusing in- 
dustry and the 
prospects for 
commercial 
and national 
defense air- 
craft orders. 
It is now a 
proven fact 
that there can 
be no advance 
in civilization 
except as 
there is im- 
provement in 
communica- 
tion and trans- 
portation. 
There can be 
no denying that aircraft is now an 
important part of the transporta- 
tion systems of the world and is 
making tributary to 


Glenn L. Martin 


world that never before have 
been considered tributary. 

A study of the commereial. side 
of the aircraft industry since the 
first established scheduled air 
mail route between Washington 
and New York shows that there 
has been a growth rate in the 
use of commercial aircraft for 
mail, passengers and cargo that 
by comparison in the chart. rooms 
of all forms of transportation in- 
dicates almost boom proportions 
and in the tragic years in the 
early thirties, when all industry 


and business was paralyzed, the | 


growth curve for aircrait con- 
tinued upward at a healthy rate. 
The industry is well past the 


pilot-plant stage, with sufficient | 4 
| tine 


experienced years to warrant a 
serious analysis on a_ business 
| basis, which will, in my opinion, 
| indicate the need for immediate 
| steps to be taken in rapid succes- 
‘sion to relieve the commercial 
airlines of the difiiculties that 
they have been experiencing since 
ithe end of World War II. 


New Steps to Be Taken 


First—The first vital decision 
| by the stockholders of the airlines 
'is to determine whether or not 
'they have successful business and 
| administrative management at the 

head of their respective com- 
| panies. 

| Second—They should then pro- 
ceed to Washington en masse with 
the complete operation cost. fig- 
ures (based on their present 
|/equipment) and agree upon the 
| proper rates for passengers, ex- 
| press, mail and cargo that will 
| put the average airline in black 
| ink. 

Third—The next vital step is.te 
‘immediately and intensively 
| search the equipment now flying 
| to determine that they have the 
| most efficient equipment that is 
| procurable, since the advance in 
/aeronautics is so rapid that air- 
| craft designed a few years. ago 

cannot compete with the new 
equipment being manufactured 
today. 


Effect of Safety Regulations 

Paralleling the rapid advance 
|in efficiency of aircraft has been 
'the steady growth of the -C.A.A. 
/ and C.A.B., which are constantly 
amending the safety regulations. 
|I believe most of the aircraft in- 
dustry are in accord with these 
| requirements, but we all recognize 


' “An address by Mr. Martin be- 

fore the Association of Customers’ 
| Brokers, New York City, April 27, 
| 1948. 


important . 
centers in outlying areas of the ' 


that compliance requires more 
highly developed planes and 
equipment so that the manufac- 
urer today is faced wiih an ia- 
vestment of many millions oi: 
dollars to comply with these 
much needed regulations, before 
a single airplane can be delivered 
to an airline. 

The C.A.B., of course, recog- 
nizes that when new specifications 
are agreed upon as being neces- 
sary for safety that it is some- 
times impossible to rebuild old 
equipment to meet the new regu- 
lations and if new equipment that 
passes the regulations is not avail- 
able for delivery, they will grant 
safety waivers on the old equip- 
ment from time to time, until the 
airlines can see their way clear 
to revlace the old equipment. 

To go back to the question of 
airline earnings and reliability, 
and low operating costs, the Mar- 
tin Company felt that until it was 
ready to make a major contribu- 
tion to the airlines over equip- 
ment in use by them we would 
not invest the millions of dollars 
necessary to accomplish the com- 
peltely new plane. 

When the shooting wars were 
finished and the performance rec- 
ords of all of the ships were in 
and tabulated, it was reported by 
the government forces that the 
thousands of B-26'’s built by 
Martin had the least number of 
failures per sortie of any ship in 
the war, a twin-engine medium 
bomber. We had also made great 
advances in efficiencies during 
building of thousands of 
B-26’s and we were prepared to 
build an entirely new twin-engine 
transport. 


New Planes Developed 


A complete survey of all of the 
airlines and many meetings with 
their engineering departments 
brought out the fact that almost 
70% of the mileage of the airlines 
could be more economically and 
efficiently carried with twin-en- 
gine equipment. Out of this in- 
tensive development, with the aid 
of the airlines engineering, the 
Martin 2-0-2 was put into pro- 
duction and now. has a proven 
record for its class as the most 
efficient twin-engine airplane in 
the world today. Ten of these 
ships have been operated by 
Northwest Airlines for better than 
six months, establishing a new 
low cost and highly satisfactory 
service 

A quick comparison between 
the Martin 2-0-2 and one of the 
best known 21-passenger _ air- 
planes, which has been a very 
excellent ship of another make, 
but of the early vintage of trans- 
ports, will give you the startling 
facts. We call it “The Case of 
Airline -X.” Operating for one 
year with 26 of these twin-engine 
transports, made available for the 
year 201,000,000 seat miles for the 
passengers of Airline X. With an 
average of 60% of those seats 
filled, they lost more than $1,- 
300,000. 

Now let’s equip Airline X with 
12 Martin 2-0-2’s, which make 
available 207,000,000 seat miles 
per years, as compared with the 
201,000,000 seat miles from the 
older 26 planes. And with an 
average of 60% of the seats oc- 


cupied, the 2-0-2 fleet shows a: 


profit of more than $1,700,000, as 
against a $1,300,000 loss by the 
other ships. The two sets of 
, equipment carried approximately 


quick skeleton-picture on the outlook for the aircraft man- 


the same load, but in the case of 
the 2-0-2 the plane is aimost 100 
miles an hour faster and has all 
of the latest equipment and de- 
sign approved for greater relia- 
bility. That, gentlemen, indicates 
the economic tragedy of airline 
operation today. 


Financing Airline Equipment 

Fourth—It is common knowl- 
edge that capital is not now avail- 
able to the airlines through their 
‘sual henking connections, except 
in a few cases. Therefore, there 
has been considerable concern in 
government circles about the wel- 
fare of the airlines and. studies 
are being made on methods of fi- 
nancial aid to the airlines for 
equipment purchases,. There has 
been also some study of the equip- 
ment trust plan to furnish the 
much needed airline equipment. 


Fifth—Research and survey of 
all terminal designs and equip- 
ment, and terminal manasement, 
which should lead rapidly into a 
far more efficient terminal opera- 
tion. 

The Air Transport Association, 
with representatives of the air- 
lines, have been for some time 
making a study of the urion ter- 
minal method. This work must 
be speeded up so that the final 
conclusions are available for the 
new era in terminal designs that 
must come into being. 

Some preliminary inquiry in fi- 
nancial circles has been made in 
regard to privately financed ter- 
minal corporations. Sufficient en- 
couragement from _ responsible 
houses leads us to believe that 
private funds are available for 
such ventures when the plan is 
perfected. 

Members of the aircraft indus- 
try are now certain of the perma- 
nent and great importance of air 
transport service around the 
world in ever-increasing volume 
and we are all so certain that the 
aircraft industry of the United 
States has won, and will continue 
to hold, all of the air transport 
manufacturing markets of the 
world, with the exception of a 
very few countries who will wish 
to build their own transports re- 
gardless of their cost. 


U. S. Position in Airplane 
Building 

America will hold the greatest 
volume of production, as well as 
leadership in development, to 
which the markets of the small 
countries will flow, because it is 
a well known fact that the great- 
est influence on price of trans- 
ports (as well as reliability) de- 
pends on the volume, over which 
the millions of dollars worth of 
research and tooling must be 
spread. Therefore the American 
market offers the greatest econ- 
omy for the purchase of equip- 
ment, because it can spend so 
many more dollars on develop- 
ment and manufacture than for- 
eign aircraft competitors. 

In the matter of design, there 
will be rapid development and I 
predict that within 10 years the 
airlines will be equipped with 
planes carrying 36 or more pas- 
sengers in luxury and completely 
free from vibration ana sound 
annoyance, and their cruising 
speed will be 500 miles per hour 
and they can follow the better 
weather routes. 

The merging of two of 


(Continued on page 47) 
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NYSE Strike Lags On 


Fourth week fails to bring settle- 
ment as Schram rejects wage 
scale to be fixed by arbitrator. 


President Emil Schram reports 
thougn the New York Stock Ex- 
change has made substantial con- 
cessions in an endeavor to reach 
a settlement, 
it is still 
deadlocked. 

According 
to Mr.Schram, 
“even though 
the operations 
of the Ex- 
change for 
the first quar- 
ter of this 
year show a 
net loss of 
$107,058, we 
have not 
w ith drawn 
our offer on 
salary in- 
creases which 
would cost us approximately 
$157,000 a year. The Union’s va- 
rious wage demands have ranged 
in .cost from $358,000 to $591,000. 
As we told the Union when the 
Exchange first made its offer, we 
made it on a bas:s of pay for com- 
parable jobs where that was pos- 
sible, and on the basis of job 
content “yhere compar.sons were 
not possible.” 

“Our offer,” he added, “would 
bring our building maintenance 
people, elevator operators and 





Emil Schram 


porters above the figure on which | 


the Union settled with the Curb. 


Though the jobs of the floor em- | 


ployees on the Exchange and the 
Curb are not strictly comparable, 
we believe that the Curb jobs are 
comparable to premium-pay jobs 
on our floor. Under our offer, the 
figure for’ our premium-pay jobs 
would pay $65.50 as compared to 
$63.80 on the Curb. These jobs 
are all short-hour jobs and when 
translated into an hourly rate, the 
rate is above $2 an hour. Though 
the Exchange has not increased its 
salary offer, we have offered very 
substantial sums of money to take 
care of the men who will not re- 
turn to their jobs because of the 
fact that Exchange procedures 
have been simplified. Under our 
proposal everyone whose job has 
been abolished would be put on a 
special severance payroll for eight 
weeks, at the end of which time 
he would be given a separation 
allowance of one week’s pay for 
each completed year of service 
with a minimum of two weeks.” 

Mr. Schram stated that at the 
meeting with the U. S. Mediat:on 
and Conciliation panel on Aoril 
21, “we did not accept the panel’s 
suggestion that the Exchange 
wage scale be fixed by an arbi- 
trator. This would be a misuse 
of arbitration. Arbitration has 
sometimes been used to settle 
labor disputes—too often to the 
detriment of labor and industry.” 

On April 27, it was reported by 
the striking United Financial Em- 
ployees, Local 205. that its mem- 
bers bv a vote of 597 to 3 decided 
to continue the strike. 





Jones. Cossrove Adds Two 

PASADENA. CALIF. — George 
R. Liddle and Marcus B. Filers 
rave becore Mfiliated with Jones 
Cosgrove & Co. 234 East Coloraco 
Street Mr. Liddle was previously 
with First California Company as 
Pasadena rerresentative. Mr 
Eilers was with Gevu. R. Miiler & 
Co. 





With First California 


(Sreria] ta Tur Prvaners, Crrencre r 

SAN FRANCISC CALIF. — 
George S. Reeder has been added 
to the staff of First California 
‘Company, 300 Montgomery Street. 


King Merritt Co. Adds 

(S-e*ia] to Tur Fiwaness+ C-r-onic’ 

MINNEAPOLIS, MINN. — King 
Merritt & Co., Inc., Pence Build- 
ing, have added Noah D. Ander- 
son to their staff. 








World Bank Bonds 


Getting Into a Good 


Legal in Rhode Island Situation and 
. 2 P a b * s 
on April 27 that favorable actin, | ding with It 


has been taken by both branches | 
of the Rhode Island Legislature | 
in a bill making bonds of the IA- 
ternational Bank for Reconstruc- 
tion and Development legal -in- 
vestment for savings banks in 
that state. The measure now re- 
|quires only the signature, of the 
|Goyernor to add this important 
| financial state to the list permit- 
| ling savings funds to be invested 
| in these obligations. : 
| There are nine mutual savings | 


2anks in Rhode Island carryi.g 


jeposits in excess of $262,000,000. | ~ 


| n addition to the substantial sav-| 
| ings deposits of the large com- 
ynercial banking institutions 
-hroughout the state. 

Mutual savings banks are lo-| 
cated in seventeen states, 2nd of | 
these, eleven holding 77.23% of | 
all mutual savings deposits now | 


permit investment in International | 
Bank obligations. 


has ‘arrived, 
investor 





Col. Herbert G. King 


By COL. HERBERT G. KING 
Member, N. Y. S. E. 


Now that the new bull market 
it behooves the! 
to consider the 
best way to make the most of his 
opportunities. | 
Once a defi- 


nite 
. been 


trade 
out 


the 
backs, 


trend has 


lished, he can 


market 
a minimum of 
risk, 
whether| 
he can 
right often, 
enough 
take care of 


pected set- 


tax laws, even if he were suc- 
cessful, he would find that most | 
of his short-term profits will go 
to Uncle Sam. Therefore, his 
best chance to retain his profits is 
to establish them as capital’ gains 
by holding his stocks for a period 
of six months or longer. This is 
fortunate for the trader for he 
will realize more capital without | 


much effort. It also means that | 
the stock market will. attract new | 
capital for investment. 

From constant study of the) 
/methods used by the great trad- 
ers of the past and close observa- | 
| tion of the leading ones of the last | 
|30 years, I have noted that the 
| big money has always been made | 
| by getting into a good situation | 
and riding with it until a pre- 
|determined objective was at- 
| tained. First, a likely prospect | 
was selected, a good _ position | 
|} accumulated, and then _ stayed 
|with until the anticipated goal | 
| had developed. Any trading was | 
|done against a position, with the | 


and for advertising purposes. The 
secret is to select a good situation 
with great possibilities, but this 
is not so difficult. A little serious 
thought must be applied to what 
will take place a few years hence, 
in what fields will the great in- 
dustrial developments take place, 


/and what companies by their po- 


sition, capital, good management 
and superior products will benefit 
the most. 

There are several situations 
right now that almost anybody 
can figure out for himself with a 


| little thought, patience and cour- 
|age. The opportunities are all 


around us, but it remains to be 


|seen who will take advantage of 


them and who will be called lucky 
a couple of years hence. 


Herrick. Waddell Adds 


(Svecial to THe Financia, CHRONICLE) 


CHICAGO, ILL.—Emory H. 
Wilder and Paul Herbert are con- 
nected with Herrick, Waddell & 
Co., Inc., 55 Liberty Street, New 








‘other question, With the present| idea of making a healthy market| York City. 
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Maturity 


As subscriptions have been received in excess of the amount of the issue 


this advertisement appears as a matter of record only, 


Swift & Company 


$25,000,000 


To be dated May 1, 1948 
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Twenty-five Year 242% Debentures 


° ye 


Price 100% and accrued interest 


and 


$10,000,000 
Serial Debentures of 1948 


Interest Rate 
1.45% 
1.65 
1.85 
2.00 
2.10 


To be due $1,000,000 each May 1 from 1949 to 1958, inclusive 


Maturity Interest Rate 
1954 2.25% | 
1955 2.35 
1956 2.45 
1957 2.50 | 
1958 2.55 


Price 100% and accrued interest for all maturities 


This advertisement is under no circumstances to be construed as an offering of these Debentures for 
sale, or as an offer to buy, or as a solicitation of an offer to buy, any of such Debentures. The offering 


is made only by the Prospectus. Copies of the Prospectus may be obtained from the undersigned. 


SELLING AGENTS 
(‘‘Underwriters’’ as defined in Securities Act of 1933) 


SALOMON BROS. & HUTZLER 


Members New York Stock Exchange 


Sixty WALL StReET 
New York 5, N. Y. 


BOSTON 
CLEVELAND 


Private wires to 
PHILADELPHIA 
NEW HAVEN 


CHICAGO 
HARTFORD 
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Two With C. E. Abbett Co. | 


CALIF.— | 


LOS ANGELES, 
Samuel J. Blake and Otis F. 
3rooks have been added to the 
utaff of C. E. Abbett & Co., 3277 
Vilshire Boulevard. 
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By HENRY HUNT 
First Quarter Sales Off 31% 


Net sales of mutual 
amounted to $35,800,000, off 31% 
the same period last year. While 


funds during the first quarter of 1948 


from the $52,200,000 sales total of 
gross sales were off only 16%, an 


| increase of approximately $5 million in liquidations contributed to 


the unfavorable comparison of net“ 


|sales. Trading on the New rae 
| stock Exchange was off only 10 
during the same periods. 
Thanks to the phenomenal 
'sales record of Affiliated Fund 
during the first quarter of 
1et sales of common stock funds 
showed a slight increase over the 
irst quarter last year. On the 
other hand, net sales of balanced 
‘unds were off 17%, while sales 
of -bond and _ “specialty funds 
' showed the precipitate decline of 
74%. Fairly heavy liquidations o 
bond funds and industry groups 
‘ontributed to the disappointing 
showing of bond and _ specialty 
funds. 
| Total net assets of 80-odd fun‘s 
'as of March 31, 1948 amounted to 
31,443 million as compared with 
31,321 million a year ago. The 


f ollowing figures show the alloca- 


| ion of assets as of March 31, 


1948: 


(in millions) 
Common Stock Funds_-_-_--- 
| galanced Funds 
3ond and Specialty Funds. 


$667 
344 
432 


$1,443 


It will be noted that common 
46% of the 
total. However, it should be 


|pointed out that several sizable 





ommon stock funds and balanced 
|'‘unds including all Keystcne 
Common Stock Funds, Diversified 
|Investment Fund of New York 
| stocks, Fully Administered Shares 
»f Group Securities, etc., are clas- 
sified as bond and specialty funds 
n the above tabulation. If the 
equity funds classified as specialty 
funds were included in the com- 
mon stock group, assets of the 
atter would exceed half of mu- 
| tual fund total assets. 


R. H. Johnson Launches Five 
New Funds 

R. H. Johnson and Company of 
New York, with a retail sales or- 
| ganization numbering 85, recently 
'brought out a new open end trust 
‘known as Franklin - Custodian 
| Funds. It is divided into five 
| series with portfolios as follows: 


| JTssue 


| Common Stocks 
| Food Machinery Corp 


General American Transportation _-__ 


Gulf Oil Corp 

Kennecott Copper 

Mission Corp. 

Monsanto Chemical 
Montgomery Ward 

Chas. Pfizer & Co., Inc 

Texas Co. 

Investors Mutual also invested | 


$434, 000 in preferred stocks and | 
—_ 000 in bonds during the first | 


Prospectus upon request 


Putnam Fund Distributors, Ine 
50 State St.. Boston 


1248, | 


(1) Second Grade Bonds 

(2) Second Grade Preferreds 
(3) Common Stocks 

(4) Utility Commons 

(5) A “balanced” income fund 


Sales by R. H. Johnson’s retail 
organization are reported satisfac- 
tory with more than $100,000 
worth of the common stock fund 
alone being sold during the first 
week. At a later date, a whole- 
sale organization, as well, is 
planned. 


There Is a Matual Fund for 
Every Investor's Need 


J. Arthur Warner’s L. B. Gage 
has written an interesting pam- 
phlet on mutual funds under the 
above caption. He concludes: 

“f have tried to show that mu- 
tual funds have attained their ma- 
turity, that each one must by law 
adhere to its fundamental policy, 
and that singly or in combination 
they are ae simple = scientific 
method of investing one’s funds. 
Actually their use forces one to 
do the most important thing first, 
namely, determine one’s invest- 
ment objective before investing. | 
Just as you tell your insurance | 
agent what type of policy you, 
wish, so must you tell your invest- 
ment dealer what type of invest- 
ment need you have.” 

Conies of this Fooklrt may be 
obtained from L. B. Gage, Long- 
meadow, Mass. 


issues, and to 6% of all new cor- | 
porate issues. If the same pro- 
portions are applied to President 
Truman’s recent $50 billion esti- 
mate of new corporate capital 


,needs over the next five or six 


years, the figures for total new, 
public purchases of eres 


NEW CAPITAL INVESTED 


OPEN-END INVESTMENT COMPANIES 
Accumulative total net sales 1941-1947 
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shares reach a sum of $3 billion 
or a volume of trust share busi-} 
ness about 300% of the current 
level. 

“Open-end investment com- 
panies are an important factor | 
when it comes to raising new | 
capital, even though they very | 
seldom buy the new issues them-| 
selves, because the money placed | 


|in these funds is in turn placed 


February Break Provided Buying 
Opportunity 
The sharp decline in_ stock 
prices during the first three weeks 
of February provided a buying 
opportunity for which many mu-| 
tual funds were waiting. For ex- | 
ample, Investors Mutual invested 
more than $4,200,000 in common 
stocks during the first quarter, 
and, although the “Dow” was 2% 
lower on March 31 than it was 
at the year-end, Investors Mutual 
showed a profit of 742% on March 
31 above the cost of its new equity 
purchases, some of which follow: 
No. of Average Market 


Shares Purchase Price 
Purchased Price 3-31-48 © 





3414 

53.16 
581% 

44.80 
47.20 
53.21 
50.71 
491, 57% 
53.84 59734 


quarter. At the quarter’s end 
| profits on these purchases were 
‘equal to 5% and 1%% respect- 
ively. ; 


401% 
9614 | 
64% | 
5348 
99% 
58 

55 


5.500 


| A 300% Sales Gain Forecast 
| The accompanying chart 
| prepared for Arthur Wiesenberg- 


was 


'er’s April “Investment Company 
|News” which discusses the ex- 
/traordinary growth and steadily 
increasing amount of new money 
placed in mutual fund shares since 
the enactment of the 1940 Invest- 
‘ment Company Act. The follow- 
|ing paragraphs are excerpts: 
“Sales of new open-end shares 
_totaled $587 million in the three 
years 1945-1947 compared with a 
$3.3 billion total of corporate 
stock issues sold to raise new 
capital and a $9.5 billion total of 
all corporate securities sold for 


Schirmer, Atherton 


| Exchanges. 
| conducted his own firm of W. W. 
Brooks & Co. 


| Boston in 1893 with W. J. Hayes & 
| Sons. 





new capital in the same period. 
Thus, open-end share 
‘amounted to 18% of the new 
‘money raised by corporate slock 


sales|is engaging in a securities busi- | 


in general market securities. The) 
jatter are in turn bought from) 
other shareholders, thus releasing 
their funds for investment in the 
new securities floated by corpora- 
tions for purposes of capital ex-| 
pansion. In the years ahead, this 
role will unquestionably become 
increasingly important —for the) 
companies, the investment bank- 
ing field as a whole and the U. S.| 
economy.” 


W. W. Brooks Joins 


BOSTON, MASS.—William W.} 
Brooks, member of the Boston 
Stock Exchange, has joined the 
staff of Schirmer, Atherton & Co., 
50 Congress Street, members of 
the New York and Boston Stock 
Mr. Broks formerly 


Prior thereto he 
was with Brooks, Smith & Co. He 
began his investment business in 





B. C. Ziegler & Co. Adds | 
(Special to THe FINANCIAL CHRONICLE) 
WEST BEND, WIS. —B. C. 

Ziegler & Co., 215 North Main 

Street, have added to their staff 

A. M. Bursen, Frank A. Carey, 

Leonard P. Haughian, James T. 

McEniry, Joseph O. Obertin, John 

Schreiner, II; Herman C. Tills and 

John A. Zesiger. 





Skall. Joseph to Dissolve 
The New York Stock Exchange | 
firm of Skall, Joseph, Miller & 
Co., Cleveland, Ohio, will dissolve | 


| Investment 


|May 22 and 23, 1947 


| annual 
|Club, Concord, Mass. 





COMING 
EVENTS 


In Investment Field 





| April 29-May 1, 1948 (Ft. Worth, 


Tex.) 
Texas Grceup Investment Pank- 


'ers Association Spring Meeting. 
April 30-May 2, 1948 (Gulf Hills, 


Miss.) 
Meeting of Southern Group of 
Investment Bankers Association. 


May 3, 1948 (St. Louis, Mo.) 

Meeting of Mississippi Valley 
Group of Investment Bankers As- 
sociation. 


May 4, 1948 (New York City) 

Security Traders Association of 
New York stamp tax meeting, 
Lower Church Hall, Our Lady of 
Victory Church, Pine & William 
Streets, 4 p.m. 


May 6, 1948 (New York City) 

Bond Club of New York Dinner 
Meeting at the Waldorf-Astoria 
Hotel. 


May 10, 1948 (New York City) 
Annual Election New York 
Stock Exchange. 


May 12, 1948 (Detroit, Mich.) 
Meeting of Michigan Group of 
Investment Bankers Association. 


May 13-14, 1948 (Toronto and 
Montreal) 

Meeting of Canadian Group of 
Bankers Association 
(May 13 in Toronto; May 14, 
Montreal). 


May 17, 1948 (Boston, Mass.) 
Meeting of New England Group 


‘of Investment Bankers Association 


of America. 
(San Fran- 
cisco, Calif.) 

San Francisco Bond Traders 
Association annual outing at 
Northwood Lodge, on Russian 
River. 


May 28, 1948 (Pittsburgh, Pa.) 
Pittsburgh Securities Traders 

Association Annual Outing at the 

Shannopin Country Club 


| June 4, 1948 (Cincinnati, Ohio) 


Municipal Bond Dealers Group 
of Cincinnati Annual Spring Party 
at the Kenwood Country Club. 


June 4, 1948 (New York City) 


Bond Club of New York Annual 
|Field Day at the Sleepy Hollow 
|Ceuntry Club, Scarborough, N. Y. 


June 11, 1948 (New York City) 
Corporation Bond Traders Club 


'of New York Spring Outing and 


Dinner at the Wingfoot Golf Club, 


| Mamaroneck, N. Y. 


June 11, 1948 (Pittsburgh, Pa.) 

Bond Club of Pittsburgh An- 
nual Spring Outing at the Char- 
tiers Country Club. 


June 12, 1948 (Chicago, Hl.) 

Bond Traders Club of Chicago 
Annual Golf Party at the Acacia 
Country Club. 


June 18, 1948 (Boston, Mass.) 

Municipal Bond Club of Boston 
outing at the Country 
To be pre- 
ceded by parties at the Hotel 
Statler on the evenings of June 
16 and 17 from 9:30 p.m. until 
midnight. 


June 18, 1948 (Philadelphia, Pa.) 
Philadelphia Securities Associ- 

ation annual outing at Llanerch 

Country Club, Llanerch, Pa. 


June 22, 1948 (Boston, Mass.) 

Boston Security Traders Asso- 
ciation 29th Annual Outing at 
| Woodland Golf Club. 


‘July 9, 1948 (Philadelphia, Pa.) 


Investment Traders Association 


|of Philadelphia Annual Summer 


Outing at the Tavistock Country 


| Club, Haddonfield, N. J. 


—————— al 


Jorg, Inc. in Franklin 


(Svecial to THe FINnanciaL CHRONICLE) 


FRANKLIN, IND.—Jorg, Inc., | 


ness from offices at 235 Terre | 
'Haute Street. 


| July 16, 1948 (Teledo, Ohio) 


Bond Club of Toledo annual 
outing at the Inverness Country 
Club. 


Nov. 15-18, 1948 (DaHas, Tex.) 
National Security Traders Asso- 
| ciation Convention. : 
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The Congressional Program 


By HON. KENNETH S. WHERRY* 
U. S. Senator from Nebraska 


Republican leader defends record of 80th Congress and upholds 
Taft-Hartley Labor Act and tax reduction measure. Blames difh- 
culties of foreign situation on secret deals of Roosevelt Administra- 
tion. Justifies heavy defense expenditures, but denounces govern- 


ment waste and extravagance. 


Advocates increasing air power and 


opposes economic controls as converting nation into a police state. 
Business and industry are jittery over domestic uncertainties. 
And the din of war alarms have been sounded by the Administration 


with a violence never before heard in peacetime. 
ing, each of you, if they are justified, and so am I. 
a o———-- isin sen are ned 
business ac-) course, their dire predictions were 
quaintance of} simply 
mine came to| proved that with the ending of 
Washington to! governmental controls — agricul- 
see the wheels| ture and business generally flour- 
of government | ished. 
go around.| 
Within a few/ another deficit 
days he was/ Treasury, a handsome surplus of 
so bewildered, | $7 billion was rolled up for the 
he said to me: | 


Kecently, 


“Senator, 
there are too 
many crises 
and emergen- 
cies in Wash- 
ton. They have 
got me down. 
I’m going home where life is more 
peaceful.” 

Now, I hope you will not be 
bowled over by the confusion in 
Washington. If you say long 
enough, you will get used to this 
sort of thing. We, in Congress, 
have become calloused to it. We 
do not scare so easily any more. 
If there is a crisis it will have 
to be justified. 

When the present 80th Congress 





Sen. K. S. Wherry 


took over, a little more than a) 
year ago, we received our orders | 
from the nation. The broad, gen-/| act to meet this situation head-on, | 
eral mandate directed the govern-| and do something about it. Con-| 
ment be restored to the people,| gress did. 
| Management Relations Act. This 
than a decade too much State) Act to benefit all workers is doing 


where it belongs. During more 





You are wonder- 





ridiculous. Time _s ihas 


The result was that instead of 
in the Federal 


tirst time in 17 years. 


Instead of men walking the 
streets looking for jobs—they weie 
looking for things to buy. 

Experience had shown that in- 
dustry cannot flourish, and tie 
peacetime demands for goods can- 
not be supplied, if our economy 
is to be subjected to round after 
round of strikes, paralyzing in- 
dustry, and throwing thousands olf 
laborers out of work. Before the 
80th Congress took over, the year 
of 1946 was the blackest in our 
nation’s history. A total of 100,- 
800,000 man-hours of work were 
lost. And, unfortunately, most oi 
them were in bottleneck areas 
that held up production all along 
the line. 


The people demanded Congress 


It passed the Labor- 


government and home rule, by | the job. 


bits and pieces, had been gradual- | 


President Truman’s dire predic- | 


ly drawn to Washington — drawn | tions, made when he vetoed the 


from the people—from the States/ pill, failed to materialize. 


How 


—and from the local communi.ies.| strange does fortune’s wheel re- 


This was accomplished in 


a} volve! 


Both the President and 





| 


j 
| 


thousand different _ways—grab-| John L. Lewis sought refuge in| 
bing here and grabbing there. All| its provisions during the recent | 


kinds of devices were used to un-| coal strike. 
American | been on the books, it is doubtful | 
people | the strike would be ended now. 


dermine our historic 
way of life—push the 
around with rules—regulations— 
controls—and directives. Of course, 
during the war, the American 
people patriotically cooperated in 
government regimentation, but 
with the end of hostilities they 
demanded restoration of their 
traditional freedoms. 


Record of New Congress 


The record of the new Congress; 
reveals that it boldly broke the 
shackles forced upon the people 
by the New Dealers in Washing- 
ton. You businessmen still shudder 
when you recall the more than 
76,000 orders—rules—regulations, 
and directives in force at the end 
of the fighting in the last war. The 
nation had directive indigestion. 
It was sick of them. 

Thousands upon thousands of 

these orders and directives have 
been repealed. Across the country 
there was a great sigh of relief. 
Industry —agriculture — mining — 
all segments of our economy—and 
all parts of our population 
breathed a prayer of gratitude for 
the green light to go ahead—the 
American way. 
Some of the planners in high 
government posts failed to under- 
stand the tremendous initiative 
and the creative ability of the 
American people. Their crystal 
globes got all fogged up. 

They predicted 10 million un- 
employed. They prophesied an 
immediate slump in business. And 
before the smoke of battle even 
cleared they geared their program 
accordingly. We know now, of 





*An address by Senator Wherry 
at the 36th Annual Meeting of the 
Chamber of Commerce of the 
United States, Washington, D. C., 
April 26, 1948. 








If the Act had not 


Under the Labor Act, we see 
the pendulum swing back to a 
decent, sensible relationship be- 
tween management and labor. The 
control of the unions has been 
placed in the hands of the work- 
ers. The Labor Act is the work- 
ers’ Bill of Rights. 


| 
| 
| 


| 
| 


It now becomes a challenge to | 
management to prevent misuse of | 


this law to abuse labor. It is 
management’s responsibility to use 
it, so labor can understand its 
provisions and get the benefits of 
the Act. 

Its operation will disclose 
whether there are defects within 
its provisions. Congress created 
a Special Joint Committee to ob- 
serve the operation of the Act, 
and to recommend any desirable 
changes. If injustices show up to 
the detriment of labor—or to the 
detriment of management—and 
particularly to the detriment of 
the public welfare, then they will 
be dealt with. I will support any 
measures to correct such errors. 


Perfection is the goal, but not 
the kind of perfection Senator 
Tobey tells about. The other day 
he said he heard of a clergyman 
who asked the congregation if 
anyone present knew of a perfect 
man. A timid little man in the 
rear of the church arose and said: 
“IT do.” “Who?” asked the preacher. 
“My wife,” said the little man, 
“tells me her first huband was a 
perfect man.” 


Impact of Foreign Policy 


Our labor problems at home 
have become aggravated because 
of our foreign policy and its im- 
pact upon our domestic economy. 
They are problems now costing 
our people billions of dollars di- 





rectly in taxation, and indirectly 
through higher living costs. 

Most of the world’s ills today— 
ills that have cost us billions in 
treasure, and heartbreaks over the 
delay in peace—can be traced to 
secret deals made at Quebec— 
Yalta — Teheran — and Potsdam. 
Secret deals apout which the 
American people were not con- 
sulted—about which the Congress 
was not consulted—secret deal; 
about which the Senate was not 
asked for advice and consent. 


It was secret diplomacy in its 
most dangerous practice. It is the 
carrying out of these commitmen s 
that has added to our woe. What 
a price—what a price generations 
of our people must pay, because 
secret deals and lack of aleriness 
coincided to p'ay havoc with 
American ideals and objec.ives for 
which precious blood was poured 
out. 


Had the majesty—strength—and 
exalted position of the United 
States been exercised in the war— 
and immediately after the war, to 
the fullest degree—had we adopted 
a policy toward Russia then, that 
we are attempting to adopt now, 
we would not be confronted with 
one emerency after another. 


Just think of it, more than 80% 





| of the Federal budget now goes 


toward national security—aid to 
foreign countries — prevention of 
war—and for liquidation of past 
war—and the proportion is rising 
very rapidly. 


Dangers of High Taxation 

If America is going to help a 
tottering world, America must be 
kept strong. It was to keep Amer- 
ica strong that the 80th Congress 
passed the bill to reduce Federa: 
incume taxes. 

More governments have been 
wrecked through excessive taxa- 
tion than by any other single 
cause in history. The cut in taxes 
must be followed by a cut in gov- 
ernmnental expenses and a reduc- 
tion of governmental bureaus un- 
necessary to national defense, and 
to the national economy. 

A Jeint Congressional Commis- 
sion is now studying the functions 
filched over the years from the 
States and local governments 
which have been added tc tie 
maze of the Federal machinery, 
now so powerful that it dares \o 
dety Congress itself. The neces- 
sity for billions for defense is no 
excuse for appropriating billions— 
or millions—or even hundreds of 





thousands, for waste or extrava- 
gance. 


And right here is where your 
membership has a golden oppor- 
tunity and responsibility to the 
American people. It is to help 
us stop pressure groups from ask- 
ing for appropriations for their 
multitudinovs pct schemes. The 
end result will be socialization of 
American industry unless the 
pressure groups are halted. We 
hear a lot of talk about economy 
but too many want the “me” left 
out. 

Federal, State, and local taxes 
consume more than one-fourth of 
the national income. That is a 
danger signal. 

When the American people pay 
more for government annually 
than for their food bill, it is time 
to call a halt. We have now 
reached that alarming situation. 

I voted for tax relief because— 

(1) The new law exempts 
7,400,000 people from paying any 
taxes. They could not weather 
high prices and high taxes. Prices 
are swollen by 25 cents of taxes 
out of every market dollar. House- 
wives of America know that. 

(2) More than 71% of the ben- 

‘Continued on page 46) 











R. W. PRESSPRICH & CO. 
GREGORY & SON 


INCORPORATED 


FREEMAN & COMPANY 


R. L. DAY & CO. 


INCORPORATED 











FIRST OF MICHIGAN CORPORATION 
KEAN, TAYLOR & CO. 
MULLANEY, WELLS & COMPANY 
SCHWABACHER & CO. 
McMASTER HUTCHINSON & CO. 
SILLS, MINTON & COMPANY 


$14,000,000 
Illinois Central 


Equipment Trust, Series Z 


2%% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $700,000 semi-annually from October 1, 1948 to April 1, 1958, inclusive. 


by Illinois Central Railroad Company. 


These Certificates are to be issued under an Agreement dated April 1, 1948 which provides 
for the issuance of $14,000,000 principal amount of Certificates,to be secured by standard- 
gauge railroad equipment the original®cost of which has been certified to the Trustee to 
be not less than $20,399,847 and the depreciated value of which at April 1, 1948 has been 
estimated by the Company to be not less than $18,884,469. 


MATURITIES AND YIELDS 
(Accrued dividends to be added) 


lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
BEAR, STEARNS & CO. 
HORNBLOWER & WEEKS 


PAINE, WEBBER, JACKSON & CURTIS 


WILLIAM BLAIR & COMPANY 
HIRSCH & CO. 


WALTER STOKES & CO. 
F.S. YANTIS & CO. 


INCORPORATED 


Dated April 1, 1948. Principa! and semi-annual dividends (April 1 and October 1) payable in New York, N. Y. 
Definitive Certificates, with dividend warrants attached, in the denomination of $1,000, registerab’e as to principal. 
Not redeemable prior to maturity. These Certificates are offered when, as and if received by us. Certificates m tempo- 
rary or definitive form will be available for delivery at the office of Halsey, Stuart & Co. Inc. The information con- 
tained herein has been carefully compiled from sources considered reliable and while not guaranteed as to complete- + 

ness or accuracy, we believe it to be correct as of this date. } 


we rarer eS 


To be unconditionally guaranteed as to payment of principal and dividends by endorsement 


October 1948 1.35% April 1952 2.20% April 1955 2.60 & 
April 1949 1.50 October 1952 2.25 October 1955 

October 1949 1.65 April 1953 2.35 April 1956 2.65 
April 1950 1.80 October 1953 2.40 October 1956 2.675 
October 1950 1.90 April 1954 2.50 April 1957 2.70 
April 1951 2.00 October 1954 2.55 October 1957 2.725 
October 1951 2.10 April 1958 2.75 


i 
| 
2.625 | 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission, 
The Offering Circular may be obtained in any State in which this announcement is 
circulated from only such of the undersigned and other dealers as may 


A. G. BECKER & CO. 


INCORPORATED 


OTIS & CO. 


(INCORPORATED) 


L. F. ROTHSCHILD & CO. 


THE ILLINOIS COMPANY 
WM. E. POLLOCK & CO., INC. 
JULIEN COLLINS & COMPANY 
THE FIRST CLEVELAND CORPORATION || 
ALFRED O’GARA & CO. | 


{ 
BURR & COMPANY, INC. | 


THOMAS & COMPANY 
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The Challenge to Business 


By ARNO H. JOHNSON* 
Vice-President, J. Walter Thompson Company 


Market analyst foresees, as result of wartime increase in production capacity, higher living standards. 
Says this development can be aided by increased advertising and selling efforts. Contends ability of 
public to consume could be doubled and estimates real purchasing power in 1948 at 53% above 1940. 
Points out magazine advertising cost has declined 27% in this period in relation to purchasing power. 
Not many years ago there was a widely accepted thesis that America had reached 
’ which necessarily meant limited markets, 
limited production, and a large segment of the population chronically unemployed and on of America. 


maturity—that we had ‘a mature economy 


the dole. A* 
stabilized 


living was im-| productivity by a labor iorce. 


oglied, with the factors 


groups which 


nearer to a/ices far beyond what was dreamed | busy. 
common low | possible in the days of the “ma-| 
average by 
“sharing the) full 





Arno H. Johnson 


better income groups. There was 


whole level of living could be) provided _investment ; 
raised through the creation of | made available for new and im- | power. 


more wealth and through 


ability and our manpower. 
increasing still further the amount | 


d has been re-| f 
our economy an of goods available for consump- | Factor ef More Advertising and 


flected by many of our econo- 
mists, writers, government offi- | tion— is still capable of large ex-| 


cials, labor leaders and business | pansion. In other words, there is | 


Selling 


years, in their constant anticipa-| ing the standards of living in|a major educational 


sion and unemployment. 
avoid returning soon to the pre-| 


of living and unemployment. 
Now, obviously, the standard of | 


on the amount of goods or serv- | that is, to the creation of suffi- | reaching. 
ices available for consumption by cient demand to provide a market 


potential supply of goods and have proved we can produce. Here| must be kept 





*An address by Mr. Johnson be- ; 7 
fore the Annual Magazine Forum, | feeding and reconstructing a war- 
New York City, April 28, 1948. torn world. We must take a look 


and the tools plus the “will to. at what is necessary to maintain 


standard of; work” that make possible high the high level of domestic con- 
sumption after these temporary 
aftecting demand 


might be to make that labor force produc- its problems of creating a suffi- 
brought) tive—to produce goods and serv- cient demand to keep the factories 


The mass of our population al- 
ture economy.” By utilizing our) ready lives at standards far above 
labor force and supplying the bare subsistence level of food, 
wealth”, with workers with improved tools of | shelter and clothing. They could, 
a consequent | production we have been able to if necessary, get along and sus- 
lowering of the standards of the step-up our production so that it'tain life on very much less than 
is possible to have much more they now buy. They could defer 
little belief that any new frontiers goods available for consumption.) many purchases entirely or for 
existed in America or that the! Further, it is now evident that,| long periods of time even though 

capital is| they have adequate purchasing 
This fact makes doubly 
the | proved equipment, the productiv-| important the psychological fac- 
fuller utilization of our productive | ity of our population could be | tors affecting desire and common 
still further increased so that our | wants and the translation of these 
That thinking still permeates, potentiality for production — for | wants into active buying demand. 


By expanding these wants ad- 
executives, over the last three | still a major opportunity for rais- | vertising and selling can become 
factor 

tion of impending serious depres- | America even though standards in | building the demand for new and 
They | this country are now the highest | better products — a demand for 
just can’t believe that we can) of any major nation in the world. | stepping up from one standard of 
Now that necessity for produc- | living to the next in such a way 

war levels of lowered standards tion to win the war has opened | that markets for goods and serv- 
/our eyes to the possibilities for | ices can be expanded to the point 
eco ponceypoonsrl wl pair = 'where they will sustain the high 
inte 3 : peacetime, we must look carefully | level of production and employ- 
living in any nation must depend | 5+ the other side of the equation | ment this country is ieuable of 


Since the war our economy has 
individuals of that nation. The for the goods and services we operated on a very high ievel. 
high because 
services in turn depends on the we must look beyond the tem-/| “break-even points’ are, in most 
availability of raw materials, the porary shortages — the rush to) businesses, so much higher than 
size and skill of the labor force, catch up with deferred demands | prewar that any major recession 
/and the temporary necessity of in consumer demand.would quick- 
| ly make production unprofitable 
(Continued on page 50) 











This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Offering Circular. 


$4,833,000 


The Union Terminal Company 
(Dallas, Texas) 


First Mortgage 3% Bonds, due June 1, 1978 — 
| To be dated June 1, 1948 


The issuance and sale of these Bonds are subject to authorization by the 
Interstate Commerce Commission. 


Price 100% and accrued interest 


The Offering Circular may be obtained in any State in which this announcement is circulated from 
only such of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 
DICK & MERLE-SMITH £OTIS & CO. R. W. PRESSPRICH & CO. 


(INCORPORATED) 
FREEMAN & COMPANY DITTMAR & COMPANY 


These Bonds are offered when, as and if issued and subject to acceptance by the Purchasers, to approval of counsel, to prior sale 
and to withdrawal, cancellation or modification of the offer without notice. It is expected that the Bonds will be available for 
delivery on or about June 28, 1948. at the office of Halsey, Stuart & Co. Inc., 35 Wall Street, New York, N. Y. 


Aprili28, 1948. 


























Urges Government to Work with 
Lay Groups in Forming Policy 


L. M. Giannini, President of Bank of America, says best minds 
must be brought into government if our responsibility in world 
affairs is to be fulfilled. Holds paternalism is becoming our 
greatesi weakness. 
A refreshing viewpoint on world prospects for peace and plenty 
was expressed on April 17 by L. M. Giannini, President of the Bank 


Addressing 600 branch managers and administrative 


officers of the bank at the opening session of a three-day manage- 


ment confer- 
ence, at Paci- 
fic Grove, Cal., 
Giannini de- 
clared: “This 


only oppor-, A Higher Standard of Living — passed — to the point where we 

tunity for im- World War II proved, beyond once again return to the more world is going 

provement any shadow of doubt, that Amer- normal situation of a “buyers to be what 

xeing in the! ica has the productive ability — market.” In many parts of our Americans 

lower income) both in terms of materials, labor domestic economy this “buyers’ make it. 
force, and the technical ingenuity | market” already is upon us with “We will 


make it a 
good world it 
we are intel- 
ligent, ener- 
getic and reso- 
lute. Opportu- 
nity is ours as 
a nation to 
make an in- 
vestment in money, brains, infiu- 
ence and power and bestow upon 
the world an era of peace and 
progress.” 

He told his audience of execu- 
tives of the world’s largest bank 
that it was clear America must 
move vigorously to assert her 
manifest position of leadership in 
world affairs. 

“The picture is becoming clear- 
er every day,” he asserted. “We 
have fallen heir to the task of ex- 
erting world stabilizing influ- 
ences, a role which comes by de- 
fault, not of our own ambition. 

“In the interests of world well- 
being we must lay hold on these 
responsibilities boldly and give 
the world the positive leadership 
it so badly needs. Devotion to this 
great task would assure a century 
of world-wide social and eco- 
nomic progress. It must be seen 
as an opportunity rather than a 
burden.” 

We must bring our very best 
minds into government, he point- 
ed out, and must be less in- 
genuous in the world theater, and 
learn quickly how to match wits 
wisdom and stratagem with older 
nations in diplomacy and in trade, 
commerce and banking. 

| “We must also have continuity 
‘in our national policies,” he 
'stated, “for world leadership can- 
not otherwise be maintained. Our 
course must have direction and 
'we must follow it consistently in- 
stead of indulging ourselves in 
turnabout and vacillation with 
every change of administration.” 

This requires, he _ said, that 
America have soundly established, 

| perpetually operating official 
boards or organizations combining 
government and lay talents of the 
highest order, to deal with the in- 
ternational aspects of government 
and business. One of the most suc- 
| cessful foreign trade countries has 
used this system effectively for 
generations with the result that 
| the government in office, regard- 
| less of its political label, has been 
| assured of counsel from the na- 
_tion’s best minds. 
| “If the United States,” declared 
| Giannini, “is going to accept world 
|leadership, and it must if the 
| world is to be led out of its pres- 
|ent state of confusion and uncer- 
| tainty, it will mean work, and 
hard work, for all Americans. 
| “Substitution of paternalistic 
| cradle-to-the-grave philosophies 
for the self reliance which built 
_this nation is probably America’s 
| greatest weakness today. It is cer- 
| tainly a crippling factor in our 
| production problem. The delusion 
'that an unearned luxurious living 
is anyone’s right has become 
| ominously popular. 

“Our technological improve- 
|/ments are not for the purpose of 
| reducing work but for increasing 
production so that more people 
|may have more things, more food, 





L. M. Giannini 





. 


more clothing, better homes ‘and 
greater security. The slothful man 
never has been an asset to society 
and never will be. 

“In many countries today,” he 
concluded, “the people believe 
they have nothing to work for. 
We Americans do have something 
to work for. Let’s be equal to our 
opportunities.” 

He announced that Bank of 
America was expanding its own 
overseas organization in order to 
help implement the Marshall Plan, 
a plan “which must be made to 
succeed but can only succeed if 
every element involved puts forth 
its maximum efforts.” 

agent — Se 


J. W. Beyen Elected 
Director of IMF 


Johan Willem Beyen of the 
Netherlands has been elected Ex- 
ecutive Director of the Interna- 
tional Monetary Fund by the 
Netherlands 
and the Union 
of South Af- 
rica, it was 
announced on 
April 22 by 
the Fund. Mr. 
Beyen suc- 
ceeds the late 
Dr. G. W. J. 
Bruins in this 
capacity, 

Mr. Beyen 
was Financial 
Director of 
Lever Bros. 
and Unilever 
Ltd. from 1940 
o 1946. From 
1935 to 1940 he was connected 
with the Bank for International 
Settlements at Basle, first as Al- 
ternate to the President, and from 
1937 on as President of that in- 
stitution. Mr. Beven was Manag- 
ing Director of the Rotterdamsche 
Bankvereeniging from 1827 to 
1935, and during this period rep- 
resented the Netherlands Govern- 
ment at the German Standstill 
Agreement discussions and at the 
London Economic Conference in 
1933. 

In addition to his present posi- 
tion, Mr. Beyen is also currently 
Financial Adviser to the Nether- 
lands Government, a post he has 
held since 1940, and is an Execu- 
tive Director of the International 
Bank for Reconstruction and De- 
velopment. 

Willem Koster, who became 
Acting Executive Director of the 
Fund for the Netherlands and 
Union of South Africa following 
Dr. Bruins’ death, has been ap- 
pointed by Mr. Beyen as his Al- 
ternate. 





* 


J. W. Beyen 


Cincinnati Municipal 
Men Change Date 


CINCINNATI, OHIO—It has 
been necessary to change the date 
of the Spring Party of the Mu- 
nicipal Bond Dealers Group of 
Cincinnati to June 4. The party is 
to be held at the Kenwood Coun- 
try Club, and was originally set 
for May 25. 


G. R. Wortman & Co. Adds 
(Special to Tue FINANCIAL CHRONICLE) 
AURORA, ILL.—Arthur L. Lu- 
dolph is -connected with G. R. 
Wortman & Co., Aurora National 
Bank Building, members of the. 
Chicago Stock Exchange. 
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Burgess Presents Program 
For Economic Stabilization 


As Chairman of ABA Economic 


Policy Commission, he refers to 


dangers of inflation and urges vigorous voluntary efforts by banks 
to restrict their lend ng to productive purposes. Sees need for keep- 
ing down Federal Budget. 


The “visibility” is about as low as it has been in the economic 


situation for a long time because the forces of inflation and deflation 
are balanced against themselves and the future is not clear, W. Ran- 
dolph Burgess, Chairman of the Economic Policy Commission of the | 


American? 





Bankers Asso- 
ciation, re- 
ported to. the 
Executive 
Council of the 
ABA at French 
Lick, Ind., on 
April 19. Mr. 
Burgess is 
Chairman of 
the Executive 
Committee of 
The National 
City Bank of 
New York, 
New York. 

Mr. Burgess 
said: “This 
country has been in the midst of 
a great economic boom, in one of 
the great price inflations of all 
time. Only a few months ago, in 
fact the early part of this year, 
the price figures mounted to a 
point comparable to the prices in 
1920. It was considerably above 
the prices in the great inflation 
after the Civil War and compared 
with the prices at the conclusion 
of the American Revolution. 

“There is nothing mystical 
about this. 
when prices have reached that 
point, they have to go down; but 
our economic experience tells us 
that the higher they do go, the 
harder they fall. 

“However, several things hap- 
pened in recent months that a! 
least temporarily levelled off com- 
modity prices. One of those thing 
was the Federal Reserve and 
Treasury policy—a very coura- 
geous money policy, more coura- 
geous than any of us ever dared 
hope would be followed; a steady 
increase in short-term money rates 
which finally filled the endless 
vacuum for those long-term bonds: 
the rise in Federal Reserve dis- 
count rates; the application of 
Treasury balances to paying offi 
the debt; and, finally, the policy 
of ‘Christmas Eve,’ 
remember as giving the bond mar- 
ket a good jolt. 

“Now, the second thing that was 
done was the anti-inflation policy 
of the American Bankers Asso- 
ciation; and that we all agree was 








W. R. Burgess 


a sound and ably conducted policy | 


and did have helpful results. 
“The third thing was the drop 
in agricultural prices. 


precipitous drop in January and 
early February appeared, at least 
to many of us, to turn the tide 
in this inflationary move. 

“I think we are all agreed that 
there are certain new forces that 
have come into the picture that 
have changed our hopeful] feeling 
and have made us wondcr whether 
we still face the old problem of 
inflation. 

“One of these, of course, is the 
passage of the European Recovery 
Program with its added expendi- 
tures of $6,300,000,000. The other 
is the armament program; and 
now the tax bill. We will have 
to admit to ourselves that this 
was not an anti-inflationary move. 
{ think it was the right thing to 
do. 
vantages in preserving our system 
of enterprise. 

“The forces of deflation, of lev- 
eling off prices, appeared to be 
setting in, and then these new 


forces have come along. Where’ 


will the struggle end? 

“To meet this situation, we must 
continue, and continue vigorously, 
the voluntary efforts that the 
bankers of the country are making 


‘to see to it that their loan policies | 


There is no law that. 


which we al » 


We knew | 
that prices were too high, but the | 


It has certain long-range ad- | 





are sound, are productive; and are 
not encouraging any inflation. 

“Second, we must look to the 
banking authorities of the Federal 
Reserve and the Treasury to do| 
their utmost to pursue a non-in- | 
flationary and anti-inflationary 
policy to the extent necessary. 

“The third thing that has to be} 
done is to deal with the govern- | 
ment budget. That’s the key to) 
credit inflation and deflation. | 

“I think we all ought to ex- | 
amine, as we face huge necessary | 
€xpenditures and other phases of } 
government spending, to _ see) 
whether there are some that can 
»e cut. You can’t do it just by 
little shifts in administration, by | 
tightening up a few screws here 
and there. To really do it, you 
have to examine basic government | 
policies. There are also a series | 
of other points in our national 
pudget where we need to sit down 
and reconsid-r the policy ci what 
we expect from our government. 
This isn’t just a policy of battling 
inflation. It’s a long-term policy, 
for I believe we cannot with com- 
vlacency look forward to the gov- 
ernment spending $40 billion a 
year—such a huge percentage of 
the national income—without real- 
izing that that would mean a dif- 
ferent kind of a democracy than 
we were brought up in.” 


RN 


Collins to Address 
IBA Group Meetings 


CHICAGO, ILL.—Julien H. Col- 
lins, President, Investment Bank- 
ers Association of America, will | 
during the next three weeks make 
his annual 
visits and will 
address IBA 
Group meet- 
ings sched- 
uled as _ fol- 
lows: 

Texas: April 
29-May 1 at 
Fort Worth; 
Sout hern: 
April 30-May 
owt fait 
Hills, Miss.; 
Mississippi 
Valley: May 3, 


} 





at St. Louis; 

Julien H. Collins Michigan: 
ey 2, at 

Detroit; Canadian: May 13, at 
Toronto, and May 14, at Mon- 


treal; New England: May 17, at 
Boston. 

He will be accompanied by two| 
other officials of the Association— 
Murray Hanson, Washington, D.C., 
general counsel, and Alden H.| 
Little, Chicago, Secretary Emer- 
itus. Mr. Collins is President of | 
Julien Collins & Company, Chi- 
cago. 

_inaiieslntiillaia a is 


S. F. Exchange to Open 
At 7 a.m. During 
Daylight Saving Time 


SAN FRANCISCO, CALIF. —. 
The San Francisco Stock Ex-! 
change announced on April 21) 
that commencijsg Monday, April 
26, and during the period of day- 
light saving time in the East the | 
Exchange will open at 7 a.m.) 
There will be no change in*the' 
closing time. 


| sets easily converted into money 


‘Inflationary Trend and How to Correct It | ' 


Professor of Marketing, Columbia University 
President, Limited Price Variety Stores Association 


Asserting current inflation is serious, Dr. Nystrom holds it is intensified by wage increases unaccom- 
panied by increases in productivity. Attacks proposals to increase minimum wages and says minimum 
wage is no longer a means of protecting lowest paid workers but an ingenious method of getting higher . 
wages through collective bargaining, and, under existing conditions, is a force for higher prices. Con- 
cludes present inflation in U. S. is in part due to widespread application of minimum wage principle. 


This country is now in the grip of a serious inflation. 
It began back in the late 1930s. 
It has continued since the war. 


ple realize how serious it is. 
war. 

The fact:s@ 
speak for) 
themselves. | 
Since 1939 the 
index of re- 
tail prices has 
gone up near- 
ly 70%. The 
oe a eS ag 
wholesale 
prices has 
more than 
doubled. The! 
amount of; 
money in cir- 
culation is up| 
nearly three 
t.mes, Savings | 
and liquid as- | 





Paul H. Nystrom 


are also three times what they | 
were before the war. The de-| 
mands for consumer goods are} 
widespread and insistent. There | 
are sharp shortages in housing, | 
housing materials, paints, .home 
furnishings, automobiles, farm | 


|equipment, many lines of cloth-| 


-ng, and in most foods. People| 
with their excess cash are bidding | 
for goods which they could not | 
get during the war and which are | 
not yet available in sufficient | 
supply. | 

The production of consumer | 
goods which fell off so sharply | 
during the war years has shown | 
some gains during the past two | 
years. In a few classes of goods 
production has reached the point 
of taking care of present deman 
but at present high prices. In 
most lines, however, there are 
still shortages. 


In addition to the large de- 
mands experienced during the| 
past two years for goods of prac- | 
tically all kinds within our own 





*An address by Dr. Nystrom | 
before the Hosiery Institute Con- | 
ference, Atlantic City, N. J., April 
20, 1948. 


| Plan, 


|available during 


the 





| chasing power and with less than| issue by governments of unregu- 
| 80% increase in production since | lated and unsecured paper money. 
| 1939, one does not have to be an/| In such inflations there was more 


/economist or a sooth-sayer to see | Paper money than goods. At the 


price recession that occurred in| der the preparations that must go 
| January marked the end of the | 0n to make this country militarily 
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I question whether most peo- 
It was stimulated by the 
The end is not yet in sight. 






It is still continuing. 











country, our factories and farms! caused the January flurry. There 
have been called upon to supply | are undoubtedly many other com- 
billions of dollars’ worth of goods modities in which such readjust- 
to foreign countries. This demand | ments must occur. But the under- 
is now about to be augmented by | lying economic conditions point to 
the recent passage of the Marshal! | higher and still higher prices. 
now called the European | Nothing has been done, as yet, io 
Recovery Plan. Under this Plan | stop this inflation. It has not yet 
some $5,300,000,000 worth of! reached its peak. 

goods must be found and pur-| Inflation is a dangerous thing. 
chased in this country and sent} History is full of the records of 
abroad. Another $5,000,000,000 in | inflations. They have always been 
purchasing power will 




































































_ manage | followed by reaction and depres- 
e next 12' sion. They have sometimes been 
months due to the reductions in | followed by widespread economic 
esac —_ iby . | disaster. We have no right nor 
e ie: uction in at ax rate | reason to assume that the present 
a a te eee a — prone ge come out differentiy 
onary, tor money | unless we do something to pre- 
— _to the amen? the | vent its running on to disaster. I 
“tin gy pn AP ae ema = pete - vo Ree be we are 
-| heading for trouble unless meas- 
ings of the Government are just ures are taken, first, to stop the 
as inflationary as the spendings of | inflation and, second, gradually 
private er teens But manufac- | to reestablish the balance of our 
turers, wholesalers and retailers! purchasing power and of our pro- 
who cater to the consuming public | duction rE sound and stable 
will be called upon by consumers | basis. 
to supply them with about $5 b.l-| The causes of inflation are sim- 
lion additional merchandise. The; ple and the cures, if we will but 
new demands will fall upon you use them, are not too technical. 
and your prices will not go down.| When there is more money or 
They will probably go up. You) purchasing power than goods and 
can't play with billions + ee | services there is inflation. When 
in pure canoe power In vd od production catches up and exceeds 
in any other economy, we ou | purchasing power, prices tend to 
affect.ng the price — fre mre and to decline and the 
Prices, as we have seen, have inflationary trend is ended. 
risen. They had to rise. With three; _ In most cases in the past infla- 
times as much money and pur-/| tions were caused by the reckless 


that prices had to go up. There | present time there is too much 
were some who thought that the 80vernment paper money and un- 


inflationary wave. That belief has | Strong, to take care of commit- 
been turned to disappointment.; ments under the Marshall Plen, 


The need for the readjustment of | 2nd to supply the insistent con- 
prices of certain commodities! (Continued on page 38 
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jot an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


This announcement ts n 


Wisconsin Michigan Power Company 
First Mortgage Bonds, 3% Series due 1978 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
PHELPS, FENN & CO. 
GRAHAM, PARSONS & CO. 
THE ILLINOIS COMPANY 
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Securities Salesman’s Corner | 
ee By JOHN DUTTON all 


Some of us go through life with our eyes open. That is, we learn | 
as we live. Know how—skill—how to do it well; all are acquired by | 




















































t is that we are doing. When I was a boy my father bought me a| 
iddle. After two years of sawing away, my small town music 


»arents then sent me to a wise old German professor who knew his | 
undamentals and also how to teach. I proudly stood before him and | tile th’ eade 
tarted my audition. After that auspicious occasion he would not let a aaeetine’ dle ts 
me play a note. First I had to learn to pull the bow across the strings. | .4,,})¢6 pbal- 
Chis took six weeks of steady practice. Only after I could draw the | ica tediutie 

»bow steadily and properly would he allow me to go ahead. One day | Ce rtainly 
I meekly protested that I thought I should be allowed to play some | 


: ; / : | this is a most 
music and th’s was his reply: “For a long time you have been doing | difficult pe- 


things the WRONG way. You come to me, now you mus! make it| |. ‘to 
right It is like a carpenter with the hammer. He puts a nail in the | vg Po 
wrong place, because he is careless, lazy, or he knows no better, He | black predic- 
keeps hitting the nail again and again. The more he hits it the harder | ean ita : tee 
it is to take out. But some day the nail must come out. Then he mus contrary, we 
pull and pull, and it is hard work. IT IS NO GOOD TO DO THINGS tomas vrentiiid 
THE WRONG WAY.” land main- 





The old professor was not only right about his music but hs| tained peak 
philosophy can be applied to every job that requires skill and train-| production in 
ing. Each day as we go about our work we can build a foundation for | the three years 
our future happiness and success by acquiring the work habits, and} since the war. 
“know-how,” that will impress others with our own ability, knowl-| you know our 





Richard R. Deupree 


consciously or unconsciously makes a judgment of us, and whether 

we know it or not, we rise or fall because we measure up, or fail | should be done and what can be 

to do so. All around us we see people who have acquired certain | done on a long-term basis to keep 

traits of character, ways of doing things, manners of speech, ideas for the country from going into a 

performing certain tasks the more effective way. oe suchad teenie pg oth rl 
The other day, I sat in my office and listened to a dealer friend 


pened so many times before. 
interrogate the president of a company whom I know well, and whose The whole history, of not only 
securities we were investigating. 















‘ om pe ‘ |downs, of violent fluctuations. 
tened to the way this security dealer went about the job, I made a ' Pheas siweye brink about a great 


mental note of the way he did it. He went straight to the heart of | deal of suffering and, as we have 
the situation—clearly, concisely, he drew out the information that| seen through the years, usually 
he needed. Any investor that buys the securities this man offers him | some bad stop-gap Be mp im We 
will have the benefit of knowing what makes the wheels go round.|£@W laws put on the books in 









iearn something that will HELP US to do a better job with less| did not help the public, the em- 






helpful as we go along. 





lation, but looking back we can 





approximates the everyday occurrences of our normal activities than; cure a bad _ situation. 


does the investment business. This is because it is a PERSONAL| can’t — _— the nation’s 
business. We meet a client, we make a friend, he tells us of another | ca See oe ROW, 


friend, we build and build. Sometimes circumstances such as pro- 








when the little thing we do today can mean the big thing tomorrow. | colleen that ¥ tidak aencavelnd 
There are contacts that lead to opportunities that are always coming | a entivs AR gece ong nee. 
before us. Every day is a new day, and the door can be opened to an tainty and lack of stability of em- 
entirely different and promising TOMORROW, if we can only re-| ployment facing men and women 
member TO PUT THE NAIL IN THE RIGHT PLACE BEFORE WE | Genres ako’ Gener se rg 
: m men r 

HIT IT WITH OUR HAMMER. _| these men and women. That is 
basic, you will agree, yet think 

















_ Snyder Wants World Bank Issues Exempted cotta "have ‘been’ headed’ on 
From Securities & Exchange Commission } 


| management had 
| point of view and done something 
about stabilizing employment 
In a letter to Speaker Martin, Secretary of the Treasury, John W. | years ago. 
Snyder, recommended to Congress on April 22 that securities of the 
International Bank be exempted from regulation under the Securities 
and Exchange Acts. Secretary Snyder told Speaker Martin the Na- 
tional Advisory Council on International Monetary and Financial 
Problems wanted to ease the way for the raising of more funds by the 
Internationa] Bank in American securiites markets. He said increas- 
ing requests for loans from the bank are anticipated in the next few 
years and the Council requests that the Securities Act of 1933 and 
the Securities Exchange Act of 1934 be modified so as to exempt | S°¢ Why we manufacturers have 
securities issued or guaranteed by the International Bank from regis- ln Bigs she mlig, gpg: i 


: ; me nee application. I’m sure I know most 
tration with the Securities and Exchange Commission. |of the answers that employers 


if 





| 
' 
| 





Importance of Steady Employment 








is so right from the standpoint of 
| the employer, so right from the 






right for the country as a whole! 
And, taken on an annual basis, it 
is sO economical in the operation 
of a business, that it is hard to 























ing on this subject now for almost 
20 years. 
remarks is always: “Somebody 
else might do it successfully but 
I can’t.” Ours is a highly com- 









Over-the-Counter Quotation Services | 
For 35 Years | 


|f as Sure as you are that is the right 
‘| system. But the fact that our sys- 
tem is so competitive makes solu- 
tion of this problem difficult—but 
|} | doesn’t mean that steady. employ- 
'}| ment is out of the question; for 







NATIONAL QUOTATION BUREAU, Inc. 


Establish 1 
46 Front St t 913 26th Annual Dinner of the Bu- 
n reet, New York 4, N. Y. if;reau of Advertising, American 


Chicago San Francisco | Newspaper Publishers Association, 
— een ' New York City, April 22, 1948. 










































many of the economic ills | 


*An address by Mr. Deupree at | 


I’ve been asking questions Of| this country, but the entire world, | 
management for quite a few years myself, but as I sat there and lis-| has been a series of ups and 


: . our country in the early ’30s that | 7 s¢ 
But I learned a few things myself. Every day of our lives we. can | were» unquestionably bad. They | to this problem of stability. 


effort. That is one of the secrets of success—to LEARN something | Ployee, or the employer. This was | 
|'a period of reform through legis- | ‘” ; . 
| will decide how a business can be 
For life is a chain of circumstance. No business more closely | see that this law-making did not | 


You just) 


It would be impossible for me | 
pn to attempt to go into the details | 
longed bear markets come along and part of the edifice we have so| of the social movement that this | 


patiently constructed comes tumbling down. But we never know| country passed through in the ’30s. | 


|So I will confine my talk to the | 


| 


| - Management's T 


By RICHARD R. DEUPREE* 
President, Procter & Gamble Co. 


the country should hear more 


there are too many types of in-| 


| dustries that have been able to) 
| make a plan of steady year-round 
‘employment work successfully, 
|and are well satisfied with their 


| results. 


None of these firms, that | 


'I know of, would think of going | 


| back to the _ sporadic, 
| down production of former years. 


| made in which workers have been | 


up-and- 


A number of surveys have been 


| asked what they wanted most in| 


edge, sincerity of purpose and industry. These are the cornerstones | past experience when there was| 


of every successful (securities) business. Every person we meet|no place to go but down, after | 
| such a similar period. That is why | 
| I think it is timely to discuss what | 


with resulting wide- | 


their jobs. In every one of them | 
I have seen, men and women have | 
answered: “First of all, we want | 
steady employment.” This is not | 
surprising. Ask some questions of | 
your friends in management, as| 
I have. What if you didn’t have} 
any idea if you were going to) 
work next week or not; or what! 
your income would be next 
month? Wouldn’t you be pretty 
jittery about the future? You cer- 
tainly would be! 


unable to plan your life even to) 


buying clothes for your children 


| and keeping them in school. There 


wouldn’t be a bit of stability in 
your family life. Any man who is 
in that position is bound to 


sorts of economic “isms,” and so 
worried he hasn’t time to be a 


| good citizen. 


No Easy Solution 
There is no one easy solution 


believe it is management’s prob- 
lem and management’s thinking 
that, by considering all factors, 


changed to provide for steady 
year-round employment. It’s a 
basic down-to-the-roots-of-the- 


| business decision and so must be 


made by management. It can’t be 
legislated into action. The business 
must change its entire thinking so 
as to follow the consumption line 
of the product being produced, 
rather than the sales line, which is 
so frequently disturbed by the 
excitement of the seller and the 


|buyer. Right here I would like 
'to draw on Procter & Gamble his- 


to that | the year. 


tory in making what I have in| 


mind. 

Over 25 years ago we found out 
that our soap products were con- 
sumed fairly evenly throughout 


ask Toward Economic Stability 


Mr. Deupree stresses economic importance of stable employment and argues it must be worked out 
eventually on a national basis. Cites its success in his company, and points out its value im cutting 
down investment in plant and equipment. Says stable employment does not mean guaranteed wage and 
experience. But we must do things the RIGHT way, no matter taal it cannot be accomplished by legislation, but must be worked out by management. 


The subject which I have chosen to talk about tonight, “Management’s Responsibil- 


eacher decided that I was becoming quite a virtuoso. My proud jty Toward Economic Stability,” may be timely or not. It is a subject close to me and my 
way of thinking, a subject that 


about, if we are to set our eco- 


in its concepts and administration. 
In effect we guarantee a worker 
forty-eight weeks’ work in the 
calendar year, provided he wants 
to work and is willing to take 
any job that we can give him. The 
employee’s pay is controlled by 
the rate which covers the specific 
job that he is working on. An 
employee is eligible for this plan 
after he has worked for the com- 
pany two years; not when he 
comes in. In other words, there 
is a two-year probation period 
wherein the company can get ac- 
quainted with the man and the 
man with the company. If he is 
with us for that period, then he 
is assured 48 weeks’ work in a 
given year, based upon the stand- 
ard work week at whatever plant 





You would be)! 


be | 
‘terribly disturbed, a prey to all 


l 


| he is employed. 
| I think you can reason very 
quickly from this statement that 
our guarantee applied to approxi- 
mately 70% plus of our em- 
ployees. With the two years’ ser- 
vice requirement and the very 
natural coming and going of 
workmen, we know about 70% 
of our force will be steady so 
that immediately our responsibil- 
ity for steady jobs is limited to 
less than three-fourths of our em- 
| ployees. Fortunately for us, once 
the plan was established, we have 
been able to operate even through 
the depression and the war on a 
fairly even basis; so that not only 
those who were entitled to oper- 
| ate under the steady employment 
| plan, but practically all the others 
| have had regular work. 

What I am saying is that if a 
manufacturer can get away from 
the sales curve and study the con- 

| sumption curve of the commodity 
'he makes, and can assure the 
| workers steady jobs even though 
lonly 60%, 70% or 80% of them 
|can be covered by his guarantee, 
| the chances are that he will 
| finally work around to the point 
| where his plant is running stead- 
| ily 48 to 52 weeks in the year. 

| In our own case, we have some 

| problems now and then as we did 

|a couple of months ago when the 

| commodity markets broke sharply 

‘and the dealer and consumer 

| shrank their purchases. For eight 

| weeks we were compelled to carry 


But our products were | larger inventories than we liked, 


not purchased evenly, nor did we| but nevertheless we kept our pro- 


manufacture steadily. We decided 
that goods consumed evenly) 


| throughout the year could be pro- | 


Steady year-round employment | 


| standpoint of the worker, and so'} 


| make. After all, I have been talk- | 
| back 


And the gist of their | 


petitive economic system, and I’m | 





duced evenly. It took some time! 
to work out the solution, mainly | 
because the sales department had | 
to accept the premise of uniform | 
production and really cooperate | 
to make make the plan successful. 
(I know, for I was General Sales 
Manager at the time.) 

It was costly at first, bui Wil- 
liam Cooper Procter, then our 
President, insisted on it because 
he felt that a steady job was the 
most important thing in every 
employee’s life. That was way 
in 1923 and the plan has 
been in operation ever since. Since 
that date, not a single employee 
who came under the Guaranteed 
Employment Plan has been laid 
off because of lack of work. 


I am not saying that production 
can be exactly matched to con- 
sumption: but I do say, with com- 
modities like ours, production can 
be set on a monthly or six-months’ 
schedule to meet approximately | 
the consumption demand; and we 
have done it. 


Procter & Gamble Plan 
Our. plan, which has been in 


‘effect since 1923, is very simple| 





|duction up. We knew that con- 
sumption was going on, and that 
it was just a matter of time until 
the inventory situation would be 
straightened out. 

In one branch of our business, 
the crushing of cottonseed, we had 
a most serious problem because 
the amount of our available crush- 
ing material is entirely governed 
by the size of the cotton crop. 

Ever since cottonseed has been 
produced for industrial purposes, 
it has been brought in from the 
farms to the cottonseed crushing 
mills, crushed, and the oil moved 
out during five or six fall and 
winter months. For this reason, 
the crushing mills were shut down 
for six months or so each year, 
and, of course, the employees were 
laid off. When we realized that, 
after all, the consumption of prod- 
ucts made from that oil—shorten- 
ing, for instance—went on regu- 
larly month after month with 
slight variations throughout the 
year, we felt that here, too, some- 
thing could be done to regulate 
production to that consumption 
line. The answer was found in 
different storage and handling’ of 
the seed. Today, our 16 crushing 
mills in the South run from 10 


(Continued on page 39) 
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The Crop Outlook 


By ROGER 


W. BABSON 


Mr. Babson foresees bumper crops this year with farm prices well 
maintained. Says domestic demand will continue large and farm- 
ers should prove good spender this year. 


American farmers last year grossed some thirty billion dollars— 


the peak in a series of phenomenally prosperous years. 


good luck hold out in 1948? 


Will their 


Planting Intentions Good 
This year’s toboggan in farm prices, which later managed a good 


recovery,‘ c \ : ' 
failed to up-| termediate upturns that may re-/| intentions to attend this meeting 


root the con- 
fidence of 
farmers in the 
soundness of 
current eco- 
nomie condi- 
tions in this 
country. They 
are getting 
set to reap 
another 
golden har- 
vest, if their 
March plant- 
ing intentions 
may be taken 
as a criterion. 
According to the officia! govern- 
ment report, farmers expect to 
plant a larger total acreage of 
principal crops th:s year than in 
any of the past three seasons. 

What will be the f'nal results 
of these good intentions I do not 
profess to know. Much depends 
upon climatic conditions in the 
weeks ahead. 
generally favorable thus far, al- 
though the South has had a little 
too much rain. Since about as 
Many persons were at work on 
farms on March 1, this year as 
last, the labor problem should noi 
prove too difficult. Supplies of 
farm machinery and fert.lizer are 
more plentiful and any other fac- 
tors should not seriously interfere 
with farm operations. 





Roger Babson 


Bumper Crops Possible 


Planting intentions are one 
thing; final yields another. The 
promised far-flung fields of wav- 
ing wheat and ripening corn are 
not yet garnered into elevators 
and cribs. Nevertheless, on the 
bas:s of average yields, some in- 
teresting results are poss'ble. Pro- 
duction of all wheat. for instance, 
could reach 1,110,000,000 bushels, 
compared with last year’s record 
of 1,364,919,000 bushels and the 
10-year average of 890,306,000 
bushels. That would be a lot of 
wheat by any standard. 
could chalk up a total of around 
3,000,000,000 bushels—well above 
the 10-year average and last 
year’s short crop of 2,400,952,000 
bushels. The oats outturn could 
ring the bell at 1376,000,000 
bushels, which would be 13% 
above the 1947 crop and 11% 
above the 10-yeer average. 

The major uncertain factor in 
the over-all crop production out- 
look this year, as always, is 
weather. Since I am no weather 
prophet, I cannot sneak authori- 
tatively on that subject. I do 
know, however, that the wrong 
kind of weather during the crit- 
ical growing periods can quickly 
change a bright crop picture into 
an extremely dismal affair. I be- 
lieve it is more imnvortant this 


year than usual for all buyers and | 


sellers of farm commodities to 
keep a watchful eye on weather 
conditions from now on. They 
may well be the clue to profitable 


timing of purchases or sales of | 


farm products in the months 
ahead. 


What About Prices? 


Can farmers this year reason- 
ably expect to get good prices for 
their wheat corn and other crops? 


Here, again, uncertainty enters 
the picture. It does seem to me, 
however, if present crop indica- 
tions are borne out, especially as 
regards wheat, that agricultural 
prices in general are iikely to 
move still lower, despite any in- 


They have been'! 


Corn | 


o— 


'sult from crop scares or other 
| temporary factors. 

| Do not forget that European 
crops are reported to be mak _ng 
generally favorable progress. 
Good crops in Europe this year 
would materially lessen depend- 
ence upon imports of American 
grain and other _ foodstuffs. 
Should some untoward event 
precipitate war with Russia next 
year, exports of grains and fooa 
products to Europe could largely 
cease. Lessened foreign demand 
would put some downward pres- 
sure on U. S. farm prices. 


Another Good Farm Year 


Nevertheless, I do not expect 
the bottom to fall out, whatever 
happens. Domestic demand will 
continue unusually large, since 
employment and wages should 
hold at high levels. In any event. 
the government is committed to 
support agricultural prices at 90% 
of parity—a level that would as- 
sure farmers a fair return for 
their work and products. 

All in all, the odds, in my opin- 
ion, favor another good year for 
American farmers in 1948. Al- 
though they are tightening thei 
| purse strings a bit at present, they 
|should prove good but wise 
| spenders when 1948 crops are in 
Merchants should prepare now t 
make the most of profitable farn 


markets. 


Phila. Securities 
‘Ass’n Committee 


| 











| Dudley R. Atherton, Jr., of F. S 


|Moseiey & Co., President of the 
| Philadelphia Securities Assoc'a- 


j 


of Association Committees 
| 1948-49 as follows: 
Arrangements Committee — 
| Franklin L. Lord, Jr., E. W. Clark 
|& Co., Chairman; William G 


fo: 


‘Annual Outing June 18 


| 





Nat'l Ass’n of Securities Administrators 


To Hold Convention; Committee Changes 


LINCOLN, NEB.—The 1948 Annuai Convention of the National 
Association of Securities Administrators will be held in Portland, 
Ore., July 19 through July 22 at the Hotel Multnomah. 

The general plans are to have two full days of business, one day 


line Lodge. This should give a 
well-rounded program of educa- 


tion and recreation. 


Securities administrators from 


| over 30 states have indicated their 








tion, announced the appointmen' | 


' Crowell, Girard Trust Co.; Russel! | 
|M. Ergood, Jr., Stroud & Co., Inc. | 


'L. W. Fisher, Paul & Co.; John D 
|Foster, Real 
|Walter W. Hongler, Brooke. 
| Stokes & Co.; William A. Lacock 


Estate Trust Co. | 


|E. W. Clark & Co.; John F. Ma- | 
'comber, First Boston Corp.; ana | 


Harry C. Selheimer, Corn Ex- 
change National Bank and Trust 
Co. 

Educational Committee—Henry 
|'Ecroyd, Provident Trust Co. cf 
Philadelphia, Chairman; 


Harold | 


F. Carter, Hornblower & Weeks | 


| James J. Mickley, Corn Exchange 
National Bank & Trust Co.; and 
Osborne R. Roberts, 
| Poole & Co. 
Membership Committee — Paul 
|W. Bodine, Drexel & Co., Chair- 
'man; Clinton D. Lowden, F. P. 
Ristine & Co.; and William E. 
Slack, Bioren & Co. 
Speakers’ Committee—William 


Schmidt, 


|B. Ingersoll, Stroud & Co., Inc.., 
| Chairman; William E. Coale, East-| 
| man, Dillon & Co.; George J. Our- | 


backer, Kalb, Voorhis & Co.; and 


'C. Carroll Seward, Wurts, Dulles 


& Co. 

| The Association will hold its 

annual outing at Llanerch Country 

Club, Llanerch, Pa., on June 18. 
John D. Foster, Trust Invest- 

ment Officer, Real Estate Trust 

Company, was elected to the 


Board of Governors of the Asso- | 
ciation, at a recent meeting of the | 


Board. 


at Portland, Ore. These adminis- 
trators. have indicated that there 
will be in excess of 80 persons— 


either from their families or of- 
fices, attending this 
meeting. We are looking forward | 
toa splendid attendance from the 


important 


industry also. 
The hotel has advised that thos: 
attending may register at the 


hotel on Sunday, July 18 if de- 
sired. Sunday arrivals are recom- 
mended, if possible, so that official 
meetings may start during the 
morning hour of Monday, July 19. 


Officers 


At the executive committee 
meeting of the National Associa- 
tion of Securities Administrators 
held in Chicago on March 30 and 
31, the committee accepted te 
resignation of John P. Fowers 0: 
New York as First Vice-President. 
Maurice Hudson was named Firs: 
Vice-President, James F. Merkcl 
Second Vice-President and Ed- 
ward J. Samp, Secretary. The uj- 


to-date list of the ofiicers is as! 


follows: 

Harold Johnson, President, Ne- 
braska; Maurice Hudson, First 
Vice-President, Oregon; James F. 
Merkel, 








|devoted to a beach trip and one®———— i" 
day devoted to a trip to Timber- 


Wisconsin; J. A. Graham, Treas- 
urer, North Dakota. 


Executive Committee 


Due to these changes of officers 
there likewise has been a change 
in the Executive Committee, 
which now is as follows: 


Harold Johnson, President (Ex- 
Officio), Nebraska; Maurice Hud- 
son, First Vice-President (Ex-Of- 
ficio), Oregon; James F. Merkel, 
Second Vice-President (Ex-Offi- 
cio), Ohio; Edward J. Samp, Sec- 
retary (Ex-Officio), Wisconsin; 
J. A. Graham, Treasurer (Ex-Of- 
ficio), North Dakota; D. D. 
Murphy, South Carolina; Clarence 
H. Adams, Connecticut, Milton B. 
Cope, Oklahoma. 


Issuers and Dealers Committee 


On March 22 an Issuers and 
Dealers Committee was created 
and the members appointed. Since 
Edward J. Samp was appointed 
Secretary of the Association it 
was his wish to be removed as a 
membe1 of this committee, due to 
the increase of burden in carry- 
ing on the duties of the Secie- 
tary. Joseph Glennon of Iowa has 
been named to this committee, 
which is as follows: 

Theodore N. Ofstedahl, Chair- 
man, Minnesota; Joseph Glennon, 
Iowa; John F. Hueni, Michigan. 


It has been considered by the 
Executive Committee that certain 
changes should be made in the 
constitution of the Association so 


Second Vice-President, | as to better carry on the functions 


Ohio; Edward J. Samp, Secretary,' of our organization. The follow- 





ing have been appointed to carry 
out this work: Edward J. Samp, 
Chairman, Wisconsin; Clarence H. 
Adams, Vice-Chairman, Connecti- 
cut; Hal G. Hoyt, Maine; Heber 
Ladner, Mississippi; Simon M. 
Sheldon, New Hampshire. 

This committee will consider 
and draft proposed changes which 
will be submitted to the mem- 
bership prior to the convention. 


—— 


Unterberg a Director 


Clarence E. Unterberg, senior 
partner of the investment firm o 
C. E. Unter- 





elected a di- 
rector of Pa- 
cific Airmo- 
tive Corpora- 
tion of Bur- 
bank, Califor- 
nia. He is a 
director oj 
Stern & Stern 
Textiles, Inc., 
and also 
serves on the 
board of sev- 
eral other cor- 
porations. Mr. 
Unterberg was 
formerly President of the New 
York Security Dealers Associa- 
tion. 





Cc. E. Unterberg 





Harris, Hall Elects 


CHICAGO, ILL.—The board of 
direciors of Harris, Hall & Com- 
pany, 111 West Monroe Street, 
has elected C. Longford Felske 
Assisiant Vice-President and Ed- 
mund L. Heinemann Assistant 
Secretary of the company, Ed- 
ward B. Hall, President, an- 
nounced. Both Mr. Felske and 
Mr. Heinemann are in the com- 
pany’s corporate buying division. 











Not a New Issue 





Coffin & Burr 


Incorporated 


Blyth & Co., Inc. 


Incorporated 


Lehman Brothers 


Estabrook & Co. 


(Incorporated ) 


F. S. Moseley & Co. 


April 22, 1948 








Harriman Ripley & Co. 


Harris, Hall & Company 


This announcement is under no circumstances to be construed as an offer to sell or as a 
solicitation of an offer to buy any of these shares. The offering is made only by the Prospectus. 


450,000 Shares 


The Detroit Edison Company 


Capital Stock 
($20 par value) 





Price $20.50 per share 





The Prospectus may be obtained in any State in which this announce- 
ment is circulated from only such of the undersigned and other dealers 
or brokers as may lawfully offer these shares in such State. 


Spencer Trask & Co. 
First of Michigan Corporation 


Kidder, Peabody & Co. Lee Higginson Corporation 














Merrill Lynch, Pierce, Fenner & Beane 


Paine, Webber, Jackson & Curtis 


Stone & Webster Securities Corporation 


Goodbody & Co. 
Hayden, Stone & Co. 


R. W. Pressprich & Co. 


Smith, Barney & Co. 
Domixick & Dominick 
Graham, Parsons & Co. 
W. E. Hutton & Co. 


Watling, Lerchen & Co. 
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~ Canadian 








By WILLIAM J. McKAY 


Securities 





The California gold rush constituted a notable milestone in the 


I 


to 
2nd forestry industries. 


sloneer period of U. S. economic development. ; 
cian gold discoveries brought to light Canada’s fabulous Pre-Cam- 
bcian Shield, and thus gave birth 

the Dominion’s great mining |pecoming an important exporter 
| of oil the current problem of U. S 


Similarly the Cana- 


Now it would appear that U. S. |dollar shortage would be im- 
history will again be repeated | measurably simplified. Also with 
north of the border with compar-|the growing appreciation of the 


able results. 
ery of the spectacular oil and iron 
deposits in this country marked 
the commencement of its greatest 
era of economic development, it 
now appears that Canadian oil, 
base-metals, and iron will play a 
Canadian development. In view | 
of the growing shortages of these 
vital commodities south of the 
torder both U. S. and Canadian 
efforts will be directed towards | 
the early realization of current | 
pians for the accelerated exploita- | 
tion of Alberta oil, the base-metal | 
deposits of the North West Ter- | 
ritories, and Quebec/Labrador | 
iron. 

Recent events point clearly to) 
this conclusion. The largest deal | 
ia the oil history of Alberta oil | 
has just been completed between | 
tae Socony-Vacuum Exploration | 
Company and the Canadian Pa- 
cific Railway Company, as a result 
ef which another 1,800,000 acres | 
of potential oil country will be ex- | 
tensively explored this summer. 
This is only one of many similar | 
transactions and now all the) 
major U. S. oil interests are ener- | 
getically engaged in the search| 
for the vast Canadian oil-pool, | 
which geological experts insist, | 
will one day be found in the Cen- | 
tral Plains of Western Canada. 


The geological structure of this! 
érea which extends continuously | 
from the U. S. border to the Arctic | 
Ocean, forms part of the same 
structure in which all the great 
oil pools of this country have been 
found. In the past drilling activ- 
ity in this belt has produced com- 
varatively minor results such as 
the Turner Valley, Lloydminster, 
tne Princess Area, and Taber 
fields. Recently however the dis- 
covery of the highly promising 
Leduc pool has encouraged inten- 
sified efforts to place Western 
Canada in the ranks of the lead- 
ing oil-producing areas of the 
world. 

Such a development in itself 
would have a revolutionary effect 
on the Canadian economy as at 
the present time the Dominion is 
obliged to import 90% of its cur- 
rent oil requirements. Conse- 
cuently in the event of Canada 


| 
| 








CANADIAN BONDS 


GOVERNMENT 
PROVINCIAL 
MUNICIPAL 

CORPORATION 


CANADIAN STOCKS 


A. E. AMES & CO. 


INCORPORATED 
TWO WALL STREET 
NEW YORK 5, N. Y. 


WORTH 4-2400 NY-1-1045 


Just as the discov- | 


‘other foreign 


‘also by the current activity 
|Canadian mining companies 























possibilities of Canada as a poten- 
tial major oil-producer, U. S. anc 
investment funds 
are now flowing into Canadian oil 
channels with a resultant benefi- 
cial effect on the Canadian free 


dollar. 
similar role in the next stage of, 


The trend away from gold is 


|'marked not only by the recently 


but 
of 
in 
prospecting for new sources of | 
base-metals. There is little doubt 
in view of the tremendous possi- 
bilities of the Canadian Pre-Cam- 
brian Shield that these efforts 
will also be rewarded with success 
on a scale that is likely to intro- 
duce an era of unprecedented 
Canadian prosperity. 

During the week external bonds 
continued in demand but activity 
was restricted by the dearth of 


accentuated interest in oil, 


|supply. In sympathy with the 


persistent strength of free funds 
the recently improved tone of the 
internals was also well main- 
tained. 

The stock market trend like- 
wise was upwards, led by Cana- 
dian Pacifics, Western oils, and 
the base-metals. The golds how- 
ever continued in the doldrums. 
and it would apepar that only 
news of a highly favorable char- 
acter can move this section from 
its present rut. 


in Grody Forms 


Benjam 
Owns Investment Firm 


Benjamin Grody announces the 


formation of Benjamin Grody 
Company with offices at 40 Ex-. 


/pened had Congress 


ithe 131 


| N.Y. Savings Banks Deposits Continue Gain 


Despite continuing high living costs, the people of the State 
mustered $144,399,519 to add to their savings.deposits during the first 
quarter of 1948, it was reported today by John Adikes, President of 
the Savings Banks Association. Total savings deposits now held by 


“- 


mu- 
tual savings 
banks of the 
State total 
$ 9,959,002,091. 

Savings 
during the 
first quarter 
of 1948, al- 
though less 
than the $170 
million ree- 
orded in the 
first quarter 
of 1947, have 
continued to 
gain to a 
greater ex- 
tent than an- 
ticipated and deposit activity, 
measured in terms of gross de- 
posils, was $34 million greater 
than last year. The increase in 
take-home pay, which becomes 
effective May 1 as a result of the 
tax reduction voted by Congress, 
should make it easiei for the pub- 
lic to add small portions regu- 
larly to their savings deposits. 
Many savings banks are urging 
that this reduction in taxes be 
continued through payroll savings 
and added to savings bonds’ or 
savings deposits as another way 
to combat inflation. 


John Adikes 


Accounts Alse on Increase 


Accounts during this first quar- 
ter of 1948 increascd by 64,935, 
bringing the total accounts heid 
by savings banks to 7,168,721. or 
one for every two people in the 
State 


March Establishes Continuing 
Gain 

For the 68th con-ecutive month 
a gain—$43.467,615—was reported 
for March. It compares to a gair 
of $51,242,753 in March a yea 
ago. Accounts in the savings bank 
of the State increased by 16,050 
as against 17,897 iast year. 
Savings Bonds Sales on Inerease 

Sajes of United States savings 
bonds and stamps, tolaling $4: 
million and 
tions by $23 million, were madc 
by the 131 savings banks of New 
York State during the first thre: 
montis of this year. Total sav- 
ings bonds solid since the incep- 
tion of the United States saving 
bond program in 1941 aggregatc 
$1.5 billion, approximately 86% 
of which is represented by E bonc 
sales 


Sees ERP Maintaining Corporate Earnings 


Bache & Co. hold it is basis fer higher stock prices, and point out 
most attractive securities which. should be bought for market rise. 


In a market letter of April 22, Bache & Co., members of the New 
York Stock Exchange, point out the stabilizing effect of Americar. 


foreign aid on domestic business and the stock market. 


According tc 


| Chile, 


exceeding redemp- | 


| although there 


the letter, prepared by the Research Department of Bache & Co.: 


| operation 


“It is the popular belief that ex- | 
ports under the Economic Co- 
Administration (Mar- 
shall Plan) will reach an unprece- 
dented high. Actually, estimates 
indicate that the ECA will for the 
most part, merely replace other 
earlier forms of U. S. loans ane 
grants and that exports in 1948 
may approximate those of 1947. 
This, however, is in sharp con- | 
trast to what might have hap- 
failed te 


|authorize the funds for foreign 


| aid, 
|ing the bottom 


With most countries scrap- 
in their dollar 


'holdings, our foreign trade this 























Benjamin Grody 


change Place, to deal in invest-| 
ment securities. | 

Mr. Grody has specialized in| 
unlisted securities for many years | 
and was formerly associated with | 
Herzog & Co. and Josephthal & | 
Co. 

The firm’s telephone number is_ 
Digby 4-3280. 


ro 


‘ 


Montreal and Toronto 
Exchanges to Close Sats. | 


The Montreal Stock Exchange | 
and Curb Market will resume | 
Saturday closing on May 22. The| 
Toronto Stock Exchange likewise | 
will aiscontinue Saturday sessions | 
May 22 until further notice. From | 
the Montreal “Gazette” we quote: | 

“As the following Monday is a| 
holiday, Victoria Day, this means | 
that the markets will enjoy a 
long week-end, from Friday night | 
until Tuesday morning. Markets | 
in both cities resumed Saturday | 
trading on February 7 after oper- | 
ating on a five-day basis for about 
four years.” 


| the stock market? 


_year might have suffered a pre- 
| cipitous decline. 


“Does the fact that we are only 
to maintain the status quo in ex- | 
ports mean that the ECA is of | 
little significance to businesg and 
Quite the con-| 
trary! 

“An outstanding feature of the | 
stock market today is the low) 
prices relative to earnings at | 
which most stocks are selling. 
Whereas it was for many years| 
considered the normal rule-of- 
thumb for a stock to sell ten’ 
times per share earnings, today it | 
is by no means unusual for a/|§ 
stock to sell five times earnings 
or even less. The indefinite con- 
tinuation of such a situation is 
unlikely and it is reasonable to | 
assume that either earnings will | 
decline to a level at which pres-' 


Group—Company 

Agricultural Equipment— 
International Harvester 
Oliver Corp 

Machinery— 
Bucyrus-Erie 
Caterpillar Tractor 
Chicago Pneumatic Tool 
Cooper-Bessemer 
Elliott Company 
Fairbanks-Morse 
Foster Wheeler 
Ingersoll-Rand* 
Joy Manufacturing 

Railrcad Equipment— 
American Brake Shoe 


National Malleable & Stee] Castings 


ent stock prices are warranted o 
that stock prices will advance s 


as to be more in keeping with thc | 


present rate of earnings. Th« 
ECA may prove to be an impor- 
tant factor in maintaining earn- 
ings of many business enterpr ses 


Principal Direct Beneficiaries 


“The distribution of the EC/ 
funds among the various com 
modities and manufactured good 
is subject to the discretion of th« 
Administrator, Mr. Paul Hoff na: 
and thus far, aliocations hav: 
been suggested on only a broa 
and tentative bas’s. Furthermore 
Eurovean countries wil! 
couraged to make part of thei 
purchases outside of the U. S. 
particularly of agricultural com- 


| modities and other raw materials 


Latin America and Canada, wher 


most of these funds will be spent | 


will then be in a position to in- 


crease their own purchases in thc | 


United States. 

“Stocks of compan‘es producin: 
capital goods appear to be in th« 
best position to benefit direct: 
from ECA purchases. These in- 
clude manufacturers of farm 


electrical, coal and other mining | 
machinery, steel mill equipmer’ | 
and general industrial machinery | 
The need for power generatior | 


and petroleum equipment as wel! 
as for trucks and freight cars also 
is great. 
both raw steel and semi-finished 
Approxi- Earnings, 
mate 1947 
Price, Fiscal 
4-21-48 Year 


93 
28% 


Dividend 


$10.07 
4.31 


$5.00 
1.00 
21 1.50 
6214 
33% 
2514 
2034 
47 
32 
137 
38 lo 


3.81 
5.29 
10.41 
7.55 
3.99 
7.05 
3.30 
16.07 
8.52 


4.11 
1.11 


397% 
20% 


*Stockholders vote April 27 on a proposed 3-for-1 split-up. 


|of American goods. 


be en. | 


An urgent demand for | 


Indicatec | 


steel products exists, but ship- 
ments abroad will have to be lim- 


| ited by productive capacity since 


huge quantities of steel and of 
non-ferrous metals will be con- 
sumed by American industry. 

“Althougn two-thirds of the 
ECA funds are designated for the 
purchase of agricultural products, 
demands on the U. S. itself may 
not be as pressing as in tne case 
of manufactured goods where 
there is no other major supplier 
at present. Nevertheless, the 
shares of some American concerns 
sau LOLEIQH properties may bene- 
fit from these purchases made 
abroad. 

“Petroleum shipments from 
American-controlled properties in 
Latn America and the Middle 
East will be stepped up as much 
as possible. Sugar will be pur- 
chased in Cuba, meat in Canada 
ani Argentina. Nitrogen fertil- 
izer will be obtained largely from 
but phosphate fertilizer 
will come from the U.S. Tobaeco 
shipments from the VU. S. which 
have been sharply curtailed by. 
the inability of the British to buy, 
may be expanded. Cotton exports 
may depend in part on pol.tical 
oressures at home and on ar- 
rangements for deliveries to the 
Far East as well as for ECA. The 
present outlook is that cotton ex- 
ports will be substantial. 


Stabilizing Factors 


“It now appears that total for- 
eign expenditures for food in the 
U. S. may be lower than in 1947, 
may be an in- 
crease in exports of dairy prod- 
/ucts and of some fruits and vege- 
|tables. Better crops in Europe 
and other sections of the world 
'could permit an easing of wheat 
export shipments. More plentiful 
domestic supplies of this impor- 
tant cerea] might limit a further 

price advance and since wheat 
has, until recently. been the bell- 
wether in the inflationary price 
trend, a steady price for wheat 
might prove to be a stabilizing 
influence on the entire economy. 

“The ECA Administrator has 
announced that it is his policy so 
to distribute purchases in this 
country as to prevent foreign 
buyers from bidding up the prices 
It is hoped 
that he will be successful in this 


|arduous task since industry will 
| be called upon to meet the com- 


bined requirements of consumer 
demand at home, an expanding 
armament program and the ECA. 
| If industry proves unable to meet 
this burden, it will be reflected in 
scarcities and advancing prices. 
‘Such a development would prob- 
|ably bring with it renewed pres- 
'sure for price restrictions, alloca- 
| tions and other forms of govern- 
| ment control. Investors should 
be alert to watch for such a pos- 
sibility, but in the interim. prices 
‘for some stocks may reflect a 
| continued high rate of corporate 
| sales and earnings. 


Which Stocks to Buy 


“It is to be emphasized that the 
most attractive stocks are not 
| necessarily conf.ned to the indus- 
tries mentioned as benefiting 
most directly from the ECA. Nu- 
merous collateral industries such 
as the railroads which must fur- 
nish the necessary land transpor- 
'tation stand to gain from a high 
‘rate of industria] activity. Asa 
matter of fact, some forward- 
‘looking investors favor railroad 
| securities, particularly railroad 
'bonds, because they might be 
| among the least affected by fur- 
| ther government controls, possibly 
| including an excess profits tax. 
| “More specifically, among the 
early beneficiaries of the ECA 
| spending, we are likely to find 
'the machinery and other capital 
goods compan‘es. Representative 
'issues in these groups are listed. 

“It may be expected that dif- 
| ferent industrial groups and indi- 
| vidual companies will fare differ- 
‘ently in the changing economy 
' that is ahead. Both investment 
and trad:ng accounts should be 
examined with a v'ew to making 
advantageous switches.” 





Volume 167 Number 4694 THE COMMERCIAL & FINANCIAL CHRONICLE (1883) 23 


U. S. Steel Denies Demand for Wage Increase Swift & Co. Debentures) Says Controls Would impair Heat Oil Supply 
And Will Cut Pr ices Instead | Placed on Market | S. B. Eckert, Vice-President of Sun Oil Co., holds abritrary or com- © 


: : | 1 can only cause hardship to some consumer groups. 
Fairless, President of U. S. Stecl, announced cat in steel prices, | Public offering of $35,000,000 of | peng cones , : : 
effective May 1, aggregating $25 million a year, as measure to |debentures of Swift & Co, the | Says greater use of natural gas is solution of fuel oil shortage 


halt further advances in living costs. Says cuts will be largely erg ler gent Sheen Brees Wee) aesnne 
confined te producis d rectly entering living costs. made April 28 by Salomon Bros. | Sufficient furnace oil to supply the rapidly increasing number 


| & Hutzler, as selling agents. The | of household burners can be produced only by a price which fully 
_ Benjamin F. Fairless, President of United States Steel Corpora- | Seca tea consists of $25,000,000 25- | reflects the strength of consumer preference for this product as 
tion, announced on April 22 that the substantial wage increase asked | Y€@% 2% % debentures, due May 1, | against demands for gasoline, Samuel B. Eckert, Vice-President of 
for by the United Steelworkers of America (CIO) had been denied 


1973, and $10,000,000 serial de- Sun Oil Co. in® {y sacpiaeaiat sae 
by U. S. Steel and at the same time disclosed that reduced prices for | PeDtures of 1948. The latter ma- | 
a wide fariety ¢— 


chargeof mar-;to oil burner manufacturers be 
ture $1,000,000 each May 1 from - 
of its steel ste 


'1949 to 1958. inclusi db keting, said at | curtailed. 

If this shoulc |: » Inctusive, and dear Philadelphia) « : % 
Products —-~ pine Sarg interest rates ranging from 1.45% Such denial of the public’s 
would become 








government. 
+o h~ Han procs « 


| oe ; on April 22. | freedom of choice in the purchase 
in this country. will benefit. 1f,/ for the May 1, 1949 maturity to The quanti- | and use of commodities represents 
effective on 5. |255% for che fimai n.atursty m ' 
May 1, 1948. 


Explaining U. 
S. Steel's ac- 
lion, Mr. Fair- 
less said: 

“In an en- 
Geavor to aid 
in halting fur- 
ther advances 
in living costs. 
the steel-pro- 
ducing subsid- 
iariesof United 
St-tes Steel 
Corporation shortly will announce 
decreases, effective May 1, 1948, 
in their prices for a wide variety 
of steel products of their manu- 
facture. 


“These price changes are esti- 
mated to add up to a total price 
reduction by U. S. Steel of about 
$25,000,000 a year based on last 
year’s shipments of the products 








Benjamin F. Fairless 


affected. The price reduction will | 


vary in amount for . different 
products. No changes are to be. 
made in-the .prices of . certain 
products. such as semi-finished | 


steel, where the relationship -be- 


tween present prices and costs. 


does not permit a price reduction 


at this time. The mew changes in- | 
volve a total price reduction more | 
than twice as iarge in-amount as_ 
the total increases last February | 


in our prices for semi-finished | 


steel. 


“So far as possible, the price’ 


reductions will’ be made applic- 
able to steel products which have 
a more or less direct bearing upon 
the cost of living. As illustrations, 
lower prices will be applicable to 


a number of steel products which | 


are bought by the consumer in 
the form in which they are manu- 
factured by our subsidiaries, such 
as nails; wire fence; wire netting; 
steel fence posts; steel roofing and 
siding sheets for buildings; barbed 
Wire and other wire products; and 
also to a number of steel products 
which are converted by our cus- 
tomers into articles for ordinary 
use by homeowners, such as tin 
plate for the manufacture of cans; 
cold rolled strip and sheets for 
automobiles; stainless steel for 
refrigerators, stoves, kitchen cabi- 
nets, washing machines, etc.: 
sheets for furnaces, air-condition- 
ing ducts, and heating equipment; 
galvanized sheets for silcs, grain 
bins and other farm structures; 
spring wire for furniture and other 
uses; as well as many other steel 
products. 


“We, in United States Steel be- 
lieve that costs and .prices in gen- 
eral are too high today for the 
good of the nation. We are firmly 
of tite conviction that American 
industry and labor should co- 
operatively do everything in their 
power to avoid further increases 
in costs, which, if permitted to 
occur. must result in higher prices 
for almost everything we buy. 
Certainly the best interests of all 
of ovr people will not be served 


by a further lowering in the pur-_ 


chasing power of the dollar. 

“We are hopeful that our action 
in reducing the prices of a num- 
ber of steel products associated 
with the cost of living may have 
a beneficial effect throughout the 
nation and may be helpful in 
bringing about an early stabiliza- 
tion or reduction in the cost of 
living. To achieve this worthy re- 
sult, there must be cooperation 


~-s luc CUlltsvasy, CUStS Sw0tUte con | 
tinue to advance, then in fairness | 
to our employees and to our.stock - | 
holders we will have to coasider 
at seme later date the adequacy 
of both wages and steel. prices 
under tnen existing conditions. 


“Over the past few weeks our 
steel-producing ‘subsidiaries have 
been engaged ii negotiations with 
the United Steelworkers of. Amer- 
ica (CIO) in conneciion with tie | 
request of the Unien- for a-sub- | 
tantial wage iicrease. We have | 
told Mr. Philip Murray; the Presi- | 
ent of the Union, that in our 
judgment the granting by us of 
such a wage increase will not ir 
the long run bring benefit to any- 
ore, as it will lead to similar sub- 
stantial wage increases in. other 
industries and to higher prices 
generally. The reply which we 
gave yesterday to Mr. Murray was 
that,-im the light of this conviec- 
ion we cannot grant his request 
for a substantial wage increase to 
our steel workers, as such an in- 
crease would make necessary. a 
general advance in .our © steel 
prices. We are unwilling so to 
increase steel prices at this time, 
as we believe this would be :in- 
imicable to the best- interest of 
the nation. ; : 

“While increases in our pricés 
for certain steel. products have 
been announced from time to time 
since Aug. 1, 1947, our costs have 





1958. The 25-year debentures and 
the serial debentures—all maturi- 
ties—are priced at 100% and ac- 
crued interest. 

Proceeds from the financing wil’ 
be used by Swift & Co. for plant 
improvements and additions, and 
for working capital. 

In. addition to the debentures 
presently being offered, the cap- 
italization of the company on 
April 1, 1948 consisted of $35,000,- | . , . . 
000 254% debentures due 1972, | in relationship to available supply, 
$13,500,000 serial debentures bear- | Mr. Eckert said. He explained 
ing interest rates ranging from/|that only recently has a_ price 
1.20% to 1.90% and due Jan. 1,| Parity between the two products 
1949. to Jan. 1, 1957, inclusive, and | been reached, and widening this 
55,922,196 shares of capital stock | differential, either by reducing 
ibs par ren of $25 ~~ prose | furnace oil prices or increasing 
Notes payable: seasonal in chat- | casoline prices, ean result only in 
be retired within the next 40 days | discouraging furnace oil produc- 
-hrough liquidation of inventories, | tion to the detriment of household 
amounted to $41,345,000 on April | ysers. 


sie \ ge Pay vsise! a | An increase in the production 
et sales in the fiscal year end- me 
éd: Nov. 1, 1947 totaled $2,248,766,-|°f One Of these products neces 
634 compared with $1,304,767,802 | Sarily results in a decrease in pro- 
during: the preceding fiscal year. | duction of the other, he pointed 
Net income for the 1947 period | out. 

enaeniet ps py sere ch acnsag oe | Mr. Eckert’s remarks were made 
ee oe ee | in connection with the issuance of 


high cost additions to fixed assets | " 
in the amount of $12,000,000), Net | a statement commenting on recent 


oil and gaso- 
line produced 
from crude 
petroleum are 
determined by 


between the 
two products, 
which in turn 
reflect con- 
sumer demand 





Samuel B. Eckert 





the differen- | 
tial in prices | 


income in the 1946 fiscal year was | proposals for control over the use 


| $16,217,344. 





ment of United States Steel for | fund prior to May 1, 1959 and an- 
the first quarter of 1948 to be re-|nually thereafter, a sum in cash 
leased next week will show < | 0f not less than $1,250,000 and not 
lower profit for the first quarter | more than $1,750,000. 


of this year than for the first | For. other than sinking fund 
quarter of 1947. 


“In an endeavor to do what is . A 
within our power to assist ia halt- |™ 1973 are redeemable at 103-3 
ing the upward trend of costs ané | redeemed prior to May 1, 1949 and 
prices, we have adopted the course if redeemed thereafter and prior 
which I have outlined. We have 'to May 1, 1972 at 103 less % of 1% 
ccastice unk fede pd Nove wane [ter each 12 months’ period elapsed 
cluded that definite action on our|4t the date of redemption sub- 


part is advisable in the way of|sequent to April 30, 1948. The | 


steel price reductions over a broac | serial debentures of 1948 are sub- 


| purposes the term debentures due | 


| to which the public puts the prod- 


eee eee eee oe h troleum industry. 
1973 will have the benefit of sink- | U°tS Of the Petr y 
gone up to a greater extent wit! |ing fund under which the com- | 
the result that the earnings state- | pany must pay into the sinking | 


His statement follows: 


' government or industry should 
| dictate to the public the end-use 
| of industry’s products has emerged 
/as a proposed solution to present 
‘oil supply problems. 

“Recent newspaper and trade 
|/magazine reports give a striking 
| example in the campaign that has 
_been launched to obtain a Num- 
ber 1 priority on petroleum sup- 
plies for household users of fur- 
nace oil. 

“Another example is the oppo- 


site suggestion that the use of fuel | 


“The disturbing idea that either 


field. 
“Average straight-time hourly 
earnings of our steel workers 


were 83.9 cents in 1940. In Feb- 
ruary 1948, their average straight- 
time hourly earnings were $1.454. 
an increase of 73.3% over those in 
1940. Their actual average hourly 
2arnings were $1.55 in February 


ject to redemption at any time at 


par and accrued interest. ' continued, or that steel deliveries 


|oil for heating purposes be dis- | 





| 


ties of furnace | g dangerous departure from dem- 


ocratic principles. Moreover, ii 
threatens the destruction of eco- 
nomic balances which over the 
years have provided the largesi 
number of people the greatesi 
supply of the most desired goods 
and services. 


“These balances have been 
achieved through the influence of 
prices which are sensitive to con- 
sumer needs and preferences. The 
relationship between production 
of gasoline and furnace oil, for 
example, is particularly respon- 
sive to price variations since both 
products are produced from the 
same raw material. In recent 
years furnace oil has become @ 
lively competitor of gasoline for 
a large share of the crude oil bar- 
rel. Under such circumstances, 
maximum production of furnace 
oil can be achieved only when its 
price equals the price of gasoline, 
less the cost of converting the 
furnace oil into gasoline. 

“Substitution of arbitrary or 
compulsory end-use control for 
price as the regulator of produc- 
tion can result only in disfran- 
chising large consumer groups. 
Either 36,000,000 motor vehicle 
owners suffer for the benefit of 
3,600,000 owners of oil burners, or 


| vice versa, and each in the in- 








jured group loses the voice his 
purchasing dollar gives him. 


“Only in cases where free pub- 
lic choice has been supplanted by 
arbitrary controls, either by gov- 
ernment or industry, have our re- 
sources failed to be developed to 
meet the public need. 

“Unfortunately, the most out- 
standing illustration of this truth 
is the case of natural gas, which 
in large part holds the immediate 
solution to fuel shortages in the 
United States. Although natura! 
gas reserves exceed crude oil re- 
serves in heat value, natural gas 
is supplying only 13% of the na- 
tion’s energy requirements, while 
petroleum is supplying more than 
one-third.” 

















1948, as compared with 85.5 cents 
in 1940, an advance of 81.3% since 
1940. Actual average weekly 
earnings of our steel workers ad- 
vanced 91.7% between 1940 anc 
February 1948, namely, from 
$31.38 1o $60.14 a week. These 
advances in average straight-time 


and actual hourly earnings andj} 


in actual average weckly earnings 
between 1940 and February 1948 
are substantially in excess of the 





increase in the cost of living dur- | 


ing that period. The index of the 
Bureau of Labor Siatist:cs of the 
U. 
ords an increase of 67.2% 
cost of living between 
February 1948. 


“According to the 


manufacturing industries, 12% 


higher than in all durable goods | 
and 27% higher than} 
in all non-duirable goods indus- 


industries 


by both: business and labor and | tries.” 


S. Department of Labor rec-| 
in the | 
1940 and | 


Bureau of 
Labor Statistics hourly wages; in| 
the steel industry at the end of| 
1947 were 19% higher than in all | 
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This announcement appears for purposes of récord only. These securities were placed privately 
through the undersigned, and have not been and are not being offered to the public. 


The Buckeye Pipe Line Company 
Fifteen Year 34%% Sinking Fund Debentures 


Kuhn, Loeb & Co. 
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Is Britain’s Surplus Deflationary? 


By PAUL EINZIG 


Contending it is politically and 


economically impossible for the 


present Labor Government of Britain to pursue at present a policy 
of monetary deflation, Dr. Einzig points out proposed budget sur- 
plus of £300 million will not be deflationary, and full employment 


and present price 


levels will remain. 


LONDON, ENGLAND-—Sir Stafford Cripps received much praise 
for his budget in quarters which seldom have a good word to say for 
anything done by the Labor Government. He was congratulated on 


ais budget surplus by a number 
ticians who 
welcomed the 
surplus on the 
ground that it 
would tend to 
result in 
much - needed 
deflation. Be- 
yond doubt, in 
a negative 
sense, these 
supporters of 
Sir Stafford 
Cripps’ Budg- 
et are right. 
Had he dis- 
tributed the 
surplus in the 
form of tax 
concessions the additional pur- 
chasing power thus created would 
have tended to cause a further 
rise in prices and a depletion of 
the supplies of goods the prices of 
which are controlled. In this 
sense, the Budget is non-infla- 
tionary, in that it neutralizes po- 
tential purchasing power. It pre- 
vents an increase of inflation. It 
is entirely wrong, however, to be- 
‘ieve that the surplus will tend to 
veduce the existing inflation. 


Those who believe that the sur- 
~lus of £300,000,000 means a re- 
duction in the volume of spending 
yower by that amount seem to 
»e thinking in terms of conditions 
that prevailed between the two 
wars; they are mentally equipped 
‘o win the last peace, not this one. 
in the meantime the situation has 
altered fundamentally in two re- 
spects: (1) Britain has adopted a 
policy of full employment under 
which lack of financial resources 
must never hinder production. 
(2) Thanks to this policy, and to 
the victory of the Labor Party at 
the last general election, the 
trades unions have now sufficient 
economic and political power to 
prevent a deflation of wages. 


Until comparatively recently, 
a Budget surplus would have re- 
duced the volume of credit avail- 
able for producers. As a result, 
employers would have been forced 
to dismiss a number of employ- 
ees, and the reduction of the 
purchasing power of the latter 
would have tended to produce a 
deflationary effect on the prices 
cf consumers’ goods. What is even 
more important, the existence of 
a certain degree of unemployment 
brought about by the deflationary 
effect of the Budget surplus would 
have induced workers to accept 
lower wages. All this is a matter 
of the past as far as Britain is con- 
eerned. Under a policy of full 
employment the monetary author- 
ities would take steps to reverse 
a deflationary trend as soon as it 
threatens to curtail 
and thereby to lead to unemploy- 
ment. If the volume of financial 


Dr. Paul Einzig 


resources should become inade-.| 
quatc through the deflationary ef-| 
fect of a Budget surplus, then the 


Treasury, having brought about 
this deflation, would immediately 
reflate in order to keep industry 
going to the limit of its physical 
capacity. It would have to replace 
by means of credit expansion or 
subsidies the money withdrawn by 
means of Budgetary deflation. 


Nor could in any case a moder- 
ate degree of unemployment re- 
sult in any substantial reductions 
of wages. As far as organized la- 
bor is concerned this is out of the 
question. The trades unions would 
net stand for it. And they have 
sufficient influence on the Social- 


ist Government to induce the lat- | 


ter to reverse a deflationary 
trend as soon as the competition 


production | 


of anti-Socialist writers and poli- 
of unemployea unorganized labor 
threatened to lower the general 
level of wages. 

In the circumstances it is clear- 
ly unjustified to regard the 
budget surplus as deflationary in 
practice. Indeed it is politically 
and economically impossible for 
the government to pursue at pres- 
ent’ a policy of Budgetary or 
monetary deflation. Politically it 
is wedded to the policy of fuil 
employment. Economically, any 
deflation achieved at the cost of 
creating unemployment would 
tend to defeat its object. Before 
che war the reduction of spending 
power through the creation of un- 
employment was able to cause 


prices to fall, because there were | investment 


ample stocks of goods available, 
so that the reduction of supplies 
through the curtailment of pro- 


italy Eases Remittances 
On Foreign-Gwned 
investments 


The Italian Government has ap- 
proved a new decree which lib- 
eralizes the regulations affecting 
|foreign investments in Italy and 
permits freer remittance abroad of 
dividends and capital earned by 
such investments, the Department 
of Commerce said on April 23, 
through its Office of International 
Trade. 

The new decree, which had been 
the subject of prolonged discus- 
sion, became law on the day alte: 
its publication in tre “Gazzetta 
Ufficiale,” April 7, 1948. Its ef- 
‘fects to abrogate the 1942 law 
which made all foreign investment 


subject to government authoriza- | 


tion. 

| Under the decree, foreigners and 
Italian citizens residing abroad are 
permitted to receive certain pro- 
ceeds of foreign capital invested 
jin italy aiter April 8, 1948, pro- 


| vided that the original investment 
| was made in the form of foreign 
|exchange or freely transferable 
|currency which was ceded to the 
| Italian Exchange Office. Any such 


proceeds must be 
transferred through the Italian 
Exchange Office, the Bank of 
Italy, or any Italian bank author- 


duction did not result in a scarc-| ized to deal in foreign exchange. 


ity of goods. Since the war, how- 


ever, Britain has been living from | 
hand to mouth. Supplies of goods | 


Foreign exchange remittances 
under the decree may be made on 
income, interest, or profits from 


in most lines are very small, and | investment in real estate or loans 


even a moderate decline of the 


of consumers’ goods 


with the reduction of purchasing 


| power, deflation would also re- 


'duce the volume of purchasable 
goods. Indeed, since under the in- 
| creased social service benefits the 


| purchasing power of unemployed | 
in Britain is maintained at a rela- | 
tively high level, the chances are | 


that Budgetary or monetary de- 
flation, so far from causing a fal) 
in prices, might even cause a rise, 
owing to the depletion of the al- 
ready scant supplies. 


Orthodox economists appear to 


have failed to realize this change. | 
They have failed to adapt their | 


textbook wisdom to the changed 


available. | 
This means that, simultaneously | 


as well as dividends and interesi 


| output through a deflationary un-| on investments in shares of stock 
'employment would make an ap-/|and bonds acquired or subscribed 
_preciable difference to the volume | to in Italy. Transfers of exchange | 
investments | 


resulting from such 
may not exceed 1% in excess oi 
the annual Italian legal interest 
rate. 

Remittances may also be made 
against capital proceeds from the 


sale or liquidation of Italian hold- | 
the remit-| 


ings. In such cases, 
tances are limited to the amount 
of foreign currency originally in- 
vested in Italy. No remitiances 
are permitted for two years after 
the date of investment, and not 


amount may be withdrawn in a 
given two-year period. Amounts 
not admissable for withdrawal 
may be reinvested or utilized in 
some other fashion, according to 


situation. They still swear by the/|the provisions of Italian foreign 
theory that a Budget surplus is| exchange regulations. 


deflationary, even though in con-| 
|take the form of capital goods 


ditions prevailing in present-day 


Foreign investment in Italy may 


Britain it does not operate. In a (industrial machinery and plant 


negative sense, they are right. 
For if the surplus had been re- 
leased the rise in prices caused by 
the additional 
have led to higher wages. But 
in a positive sense they are hope- 
_lessly wrong. For the retention of 
the surplus could not at present 
_lead to a reduction of wages, and 
therefore it could not lead to a 
| fall of prices. 


Curb Quarter Century 
‘Club Adds New Members 


| Louis R. Burgers, President of 
the New York Curb Exchange 
| Employees Quarter Century Club, 
announced the addition of five 
new members to the club. 


Wiimont H. Goodrich, director 
of the exchange building depart- 
ment and a fo1mer Vice-President 
/of the Curb Exchange Realty As- 
|sociates, yesterday was presented 
with a pin signifying club mem- 
bership by Francis Adams Trus- 
low, President of the exchange. 


The other four new members, 
all on the staff of the Curb Clear- 
ing Corporation. 


ident of the corporation. They 
are George J. Cruse, Controller; 
James J. Cross, third teller; Fran- 
cis P, Stapleton, Manager of the 
non-member delivery department; 
and Charles A. Taylor, first teller. 


All five new members are resi- 
idents of Brooklyn. 


|equipment shipped to Italy), pro- 
| vided that not more than half o‘ 
| the total amount invested by any 
demand would| person lies in such installations 


In these instances, the investment 
'in so far as the machinery is con- 
|cerned is subject to specific au- 
| thorization of the appropriate Min- 


| istry of the Italian Government 

The transfer abroad of the capital 
_which is equivalent to the foreign 
|exchange or currency invested in 
'machinery and equipment may not 
| be permitted until five years have 
| elapsed from the time of the orig- 
| inal investment. 


Buckeye Pipeline Debs. 
Placed Privately 


| The Buckeye Pipe Line Co. has 
announced that it has negotiated 
| through Kuhn, Loeb & Co. the 
‘sale of $6,000,000 of its 15-year 
34% sinking fund debentures to 
|two insurance companies. New 
| York Life Insurance Co. has pur- 
‘chased $5,000,000 and the Provi- 
‘dent Mutual Life Insurance Co. 
of Philadelphia $1,000,000 of these 


received their | debentures. 
pins from Fred C. Moffatt, Pres- | 


A semi-annual sinking fund, 
\designed to retire the issue by ma- 
|turity, will commence on April 1, 
| 1952. The proceeds are to be 
used to finance the construction 
‘of a 22-inch pipe line between 
'Lima and Toledo, Ohio, and a 12- 
‘inch pipe line between Cygnet and 
' Cleveland, Ohio. 





It has been re- 
ported in the 
newspapers 
that the Sec- 
retary of the 
Air Force told 
the House 
Armed Ser- 
vices Commit- 
tee that the 
Air Force can 
get all the vol- 
unteers it re- 
quires. The 
Secretary of 
the Navy also 
stated that the 
Navy could 
depend entirely on volunteers. It 
is about time, therefore, that the 
Army falls into line by improving 
its recruiting methods and the 
treatment of the men while in the 
service. 


Another aspect of the matter is 
dealt with in Mr. Stimson’s recent- 
ly published autobiography. The 
former Secretary of War devotes 
some space to the conflict which 
existed between the Army and 
Navy air force in 1942 and early 
1943 and seriously hampered our 
U-Boat defences. We are also 
familiar with the _ inter-service 
conflict that existed at the time 
of the Pearl Harbor attack. 


A great deal of talk and some 
action has taken place in trying 
to remedy this situation but it 
seems to me that one fundamental 
aspect has never been touched. 





Philip H. Jordan 





rivalry that has long existed be- 
tween West Point and the Naval 
It 
| crucibles of learning, that the basic 
more than 50% of the invested | 


| I refer to the fierce and damaging 


| 
| 


| Academy. in these 


is here, 


| vices is not only instilled but fos- 
tered by some of the very highest 


antagonism between the two ser- | 





Is the Army Really Thinking? 


By PHILIP HARDING JORDAN 


Writer holds difficulty in getting volantary enlistments in army is 

due to rivalry and conflicts of the different armed services. Suggests 

this psychology can be changed by abandoning Army-Navy football 
games, and having an Army-Navy combined team. 

If the Army would be honest enough to accept the fact that the 
American people do not want peacetime conscription and that all the 
newspaper propaganda in the world will not change their view, they 
might get somewhere in forming the kind of service this country 

really needs.®— — - —— 


officers in the service. Their at- 
titude in turn effects that of the 
young graduating officers and 
eventually that of the men. 

Obviously this psychology must 
be changed, and obviously it can 
be changed. Each year on the 
football field a kind of mental 
and physical warfare is engaged 
in by the Army and Navy under- 
graduates. In the best interests 
of the two services the Army- 
Navy football game as it is now 
played should be replaced by a 
combined Army-Navy team that 
would play, as the final game of 
the year, the outstanding college 
team in a particular section of the 
country. Over a period of years, 
therefore, the Army-Navy com- 
bined football team would meet 
the outstanding teams in every 
part of the country—north, south, 
east and west. 


In order to keep the coopera- 
tive spirit at its highest pitch 
some such rule might be formu- 
lated that would require, for ex- 
ample, that at least four players 
from any one team must be on 
the field at all times during the 
game. This would prevent inade- 
quate representation by the Acad- 
emy having the poorer record dur- 
ing the year. The coaching of the 
combined Army-Navy football 
team would be undertaken jointly 
by the coaching staffs of the two 
academies, thus bringing together 
in a common effort the faculties 
as well as the student bodies of 
the two institutions. ... Yes, I 
can hear the cries of those who 
will want no change in the annual 


gridiron clash between the Army 
and the Navy, but it seems to me 
that the new game would pro- 
vide a far greater contribution to 
the public interest. 


Conflict Between Housing ond Inflation Control 


Monthly Review of Federal Reserve Bank of Chicago holds if no 
further inflation is to be countenanced in housing, a decline im 


residential construction appears 


probable, because of tightening 


mortgage market. 


The May issue of “Business Conditions,” published by the Federal 
Reserve Bank of Chicago, in reviewing mortgage trends and home- 
building prospects, points out a growing intensification of the con- 


flict between housing activities and efforts at inflation control. 
“How high a price—in terms of © — 


inflationary consequences—are the 
people in the Seventh District and 
the nation willing to pay te con- 
tinue the present record level of 
homebuilding?” the “Review” 
states. “Here is the key question 
which home _ seekers. builders, 
lending institutions, investors, and 
the government must face during 
coming months. If the answer is 
that iittle further inflation is to 
be countenanced in housing and 
elsewhere, then a decline in resi- 
dential construction appears prob- 
able within a year or sooner be- 
cause of tightening conditions in 
the mortgage market. If the an- 
swer is that social considerations 
and rearmaments needs dictate 
continuation of current housing 
output even at the cost of greater 
inflation, then the postwar hous- 
ing boom can be expected to per- 
sist.” 
Continuing, 
marks: 


the “Review” re- 


“While more than 1.3 million} 


permanent dwelling units have 
been completed in the nation since 
the end of the war, there has been 
little indication until recently 
that increases in housing supply 








have more than offset new family 
formation. A mounting number 
of vrospective home buyers are 
now finding themselves unable 1 
enter the housing market for 
either new or older dwelling 
units. Rising down payment re- 
quirements as a result of more 
conservative appraisals or lower 
loan-value ratios constitute the 
principal factor underlying this 
trend. Mortgage lenders, institu- 
tions, and individuals, moreover, 
are becoming much less willing 
to risk their funds at high loan- 
value ratios, long maturities, and 
at interest rates which are low 
relative to those prevailing for 
alternative investments. Because 
of this tightening of private mort- 
gage terms strong pressures cur- 
rently are being exerted to in- 
crease rates on government in- 
sured loans and to create a ‘sec- 
ondary’ mortgage market through 
the RFC or some other govern- 
mental agency. Many observers 


predict favorable Congressional 
action on these proposals—in other 
words, the answer to the question 
raised initially, in part at least, 
may well be ‘more inflation and 


’ 99 


more homes’. 
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Security Traders Association of New York 


Nolan Harrigan, Irving Trust Co.; Harry D. Miller, Nugent & Igoe, East Orange, N. J.; Vic Mosle i i i | i i 

; ; i y D. 4 . , Ez ,N.J.; : y, Stroud & Co., Philadelphia, President of the National Security Traders 
James A. Treanor, Jr., guest; John J. O’Kane, Jr., John J. O’Kane, Jr. & Co., Presi- Association; Russ Dotts, Hess & Co., Philadelph.a; Ben Van Keegan, Frank +4 
dent of Security Traders Association of New York; William M. Rosenbaum, guest. Masterson & Co.; Clair S. Hall, Clair S. Hall & Co., Cincinnati, Ohio 


Charles Gross, Harry M. Sheely & Co., Baltimore, President of the Baltimore Secur- Peter T. Byrne, Securities & Exchange Commission; Francis A. Truslow, President 
ity Traders Association; Merritt Coleman, Allen & Co.; John J. Meyers, Jr., Gordon of the New York Curb Exchange; Frank Scheffey, National Association of Securities 
Graves & Co.; Herman D. Meyer, Stern & Co.; Richard Goodman, Cohu & Co. Dealers; Edward C. Werle, Chairman of the Board of the New York Curb Exchange 


y 


John L. Canavan, Rauscher, Pierce & Co., Dallas, Texas; Lou Walker, National Quo- Irving A. Greene, Greene & Co.; La T Dovie. Hardy & Co.: 
tation Bureau; George V. Leone, Frank Masterson & Co.; Philip C. Kullman, Jr. —  & Co.; E. Janson Mud, White Weld & Co ee 
John J, O’Kane, Jr. & Co, ; ? . 


John Butler, Geyer & Co.: William Hart Smith, Hart James F. FitzGerald, W. L. Canady & Co., Inc.; Jeanne Edward C. Gray, First Vice President of New York 


Smith & Co.; Sal Rappa, F. S. Moseley & Co. Girard, accordion player; Tom Greenberg, Stock Exchange; Col. Oliver J. Troster, Troster, Currie 
C. E. Unterberg & Co. & Summers; Harold B. Smith, Collin, Norton & Co. 
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Twelfth Annual Dinner 


i} 


Bill Kumm, Dunne & Co.; Julius Golden, Greene and Company; Leo Goldwater, Oliver A. Kimberly, J. K. Rice, Jr. & Co.; Connie Sheridan, Mitchell & Co.; Jack 
Goldwater & Frank; Leo Adler, E. F. Hutton & Co. Scrimgeour, J. K. Rice, Jr. & Co.; Joseph Carucci, J. K. Rice, Jr. & 


‘| 


A 
kd iy Joa 
Nat Krumholz, Siegel & Co.; Frank A. Pavis, Chas. E. Quincey & Co.; Michael J. Bert Seligman, Ward & Co.; Joe Eagan, Fronk C. Masterson & Co.: Hanns 


Heaney, Joseph McManus & Co.; Charles D. Ogden, Ogden, Wechsler & Co, Keuhner, Joyce Kuehner & Co.; Harry D. Casper, John J. O’Kane, Jr. & Co.; 
Mel Wien, M. S. Wien & Co. 








W.H. A. Basserman, Bank of Montreal, New York; Ernest Howard, Dominion Secur- Sam Englander, Seligman, Lubetkin & Co.; Leroy Klein, Lebenthal & Co.; Newt H. 
ities Corp.; James K. Miller, Dominion Securities Corp.; Norman C. Single, Dominion Parkes, Jr., E. H. Rollins & Sons, Philadelphia; Irving J. Silverherz, Seligman, 
Securities Corp.; William Korn, Dominion Securities Corp.; Lubetkin & Co.; G. E. Williams, Pennsylvania Company for Banking and Trusts, 
Vincent Shea, Glore, Forgan & Co. Philadelphia 


. Parsons, Jr., Wm. J. Mericka & Co., Edwin L. Beck, Commercial & Financial Chronicle; Ken Taylor, New York Journal Gene Brady, Herbert E. Stern & Co.; 
Inc., Cleveland; J. S. Alberti, of Commerce; Howard C. Allen, Albert Frank-Guenther Law, Inc.; Shelley Pierce, Alton Plunkett, Orvis Bros. & Co. 
Reynolds & Co. New York Journal of Commerce 
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April 19th at the Waldorf-Astoria 


* 
id 


Frank J. Reynolds, President of Albert Frank-Guenther Law, Inc.: Michael &. Arnold J. Wechsler, Ogden, Wechsler & Co.; Robert A. Torpie, Merrill Lynch, Pierce, 
Mooney, Securities & Exchange Commission; Elmer E. Myers, B. W. Pizzini & Co., Fenner & Beane; Leslie Barbier, G. A. Saxton & Co., Inc.; Desmond D. McCarthy, 
Inc.; Alfred F. Tisch, Fitzgerald & Co., Inc.; Soren D. Nielsen, Newburger, Loeb & Co Merrill Lynch, Pierce, Fenner & Beane 





D. Raymond Kenney, Kenney & Powell; Joseph A. Kelly, Francis I. du Pont & Co.; Abe Strauss, Strauss Bros., Inc.; Jack Gertler, Gertler Stearns & Co.; Stanley 
Herman A. Feldmann, Geyer & Co., Inc.; John Sherger, Francis I. du Pont & Co. Roggenburg, Roggenburg & Co.; Walter F. Saunders, Dominion Securities Corp. 


Pi 


Zs 


William L. Weiffenbach, Chas. E. Quincey & Co.; L. Greenwald, B. L. Taylor II! Phil Arnheiter, Laird, Bissell & Meeds; Tom Lynch, Laird, Bissell & Meeds; Jim 
& Co.; Lou Adler, Goldman, Sachs & Co.; Lester Gannon, W. T. Bonn & Co.; Kelly, Tifft Bros., Springfield, Mass.; Julius D. Brown, Hirsch & Co.; 
George Gorman, Dobbs & Co. Larry Sills, Hirsch & Co. 


A. W. Marsland, Wood, Gundy & Co.; Adrian Frankel, W. T. Schmidt, Laird, Bissell & Meeds; Samuel E. Magid, Max Barysh, Ernst & Co.; Burton A. Barysh, P. F. Fox 
Seligman, Lubetkin & Co.; Joe Markman, E. W. Smith Hill, Thompson & Co.; Howard Von Dehsen, & Co. (Max Barysh’s son); Murray L. Barysh, Ernst 
Co., Philadelphia F. S. Moseley & Co. & Co. (Max Barysh’s brother) 
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Pronounced Huge Success 


tii 
we 
hill - 
James P. Cleaver, Gocdbody & Co.; Jim Waters, First Boston Corp.; Jack Barrett, Sidney A. Shaskan, Shaskan & Co.; Harold I. Murphy, Bonner & Gregory; Ben 


First Boston Corp.; Edward H. Robinson, Schwabacher & Co.; George Nelson, Grody, Benjamin Grody Company; Roy Moeschen, Hugh W. Long & Co.; 
» Schwabacher & Co. Thomas C. Darrie, Bonner & Gregory 








Frank Dunne, Dunne & Co.; David R. Mitchell, Blair F. Claybaugh & Co.; John E. Graham Walker, National Quotation Bureau; H. Frank Burkholder, Equitable 
Graham, Brainard, Judd & Co., Hartford, Conn.; Clifton B. Smith, Securities Corp., Nashville, Tenn.; Henry Oetjen, McGinnis, Bampton & Sellger; 
Francis I. du Pont & Co. Joseph Nye, Freeman & Co.; Joseph J. Janareli, Joseph Janareli & Co. 





T. Geoffrey Horsf.eld, Wm. J. Mericka & Co.; John M. Mayer, Merrill Lynch, Pierce, Frank T. McXce, Stroud & Co., Inc., Philadelphia; Vic Reid, Growney & Co.; William 
Fenner & Beane; Harvey C. Fowler, Dominion Securities Corp., Toronto; M. Doherty, A. M. Kidder & Co.; Allan Kadell, E. H. Rollins & Sons, Inc.; 
E. S. Robinson, G. B. Wallace & Co. Mike Growney, Growney & Co. 


George E. Lestrange, Arthurs, Lestrange & Kl'ma, Pitts- Wm. F. Goulet, Goulet & Stein; David Winston, L. H. Andy Hachtmann, Bonner & Gregory: Paul Jacoby, Asiel 
burgh; John D. Hines, Dean Witter & Co.; William Perry Wright Co.; Peter Barken & Co.; Fred Gearhart, Jr.. Gearhart & Co.; Joseph M. 
Brown, Newman, Brown & Co., New Orleans Rinaldi, Lerner & Co., Boston 
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Second Annual Dinner of NSTA and 


‘es ee 


Harry A. McDonald, SEC Commissioner; Edmond M. Hanrahan, SEC Commissioner; R. Victor Mosley, Stroud & Co., Philadelphia, Pa.; Richard B. McEntire, SEC Com- 
Robert K. McConnaughey, SEC Commissioner; Richard B. McEntire, missioner; Edward Cashion, SEC Staff Member; Hon. Fred. E. Busbey, House of 
SEC Commissioner Representatives, Chicago, Iil. 


a 


Willis M. Summers, Troster, Currie & Summers, New York, N. Y.; Star Koerner, 
Ludwell A. Strader, Strader, Taylor & Co., Lynchburg, Va.; L. E. Walker, National Mitchell, Hutchins & Co., Chicago, Ill.; Charles Cole, SEC Staff Member; Edward H. 
Quotation Bureau, New York, N. Y.; T. G. Horsfield, Wm. J. Mericka & Co., Inc, Welch, Sincere & Co., Chicago, I1l.; H. Frank Burkholder, 
New York, N. Y.; Harold B. Smith, Collin, Norton & Co., New York, N. Y. Equitable Securities Corp., Nashville, Tenn. 





Charles W. Hahn, Scherck, Richter Co., St. Louis, Mo.; Sherry McAdam, SEC Staff Wm. Perry Brown, Newman, Brown & Co., Inc., New Orleans, La.; John L. Canavan. 
Member; Louis Loss, SEC Staff Member; Paul W. Yarrow, Rauscher, Pierce & Co., Dallas, Texas; Morton A. Cayne, Cunningham & Co., 
Clement, Curtis & Co., Chicago, Il. Cleveland, Ohio 


SEC Commissioner’s Staff, and N.S.T.A. Officers and guests Edward Cashion, SEC Staff Member; E. E. Parsons, Jr., Wm. J. Mericka & Co., Inc., 
Cleveland, Ohio 
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Held in Washington, April Zlst 


4g 
m 
‘4 


4 


Front: Charles Cole, SEC Staff Member; Anthon Lund, SEC Staff Member; Edward 
Cashion, SEC Staff Member. 


Back: Joseph Keenan, SEC Staff Member; Frank Gib- 
bons, SEC Staff Member; Michael Mooney, SEC Staff Member 


4 
Ze) 
ES 


be 


Paul I. Moreland, Moreland & Co., Detroit, Mich.; Stanley Roggenburg, Roggenburg 
& Co., New York, N. Y.; Michael J. Heaney, Joseph McManus & Co., New York, N. Y.; 
Clair § 
7 


3. Hall, Jr., Clair S. Hall & Co., Cincinnati, Ohio 


John M. Hudson, Thayer, Baker & Co., Philadelphia, Pa.; Harold B. Smith, Collin 
Norton & Co., New York, N. Y.; John J. O’Kane, Jr., John J. O’Kane, Jr. & Co., 
New York, N. Y.; Robert K. McConnaughey, SEC Commissioner; 


Ludwell A. Strader, Strader, Taylor & Co., Lynchburg, Va.; L. E. Walker, National 
Chester E. de Willers, C. E. de Willers & Co., New York, N. Y. 


Quotation Bureau, New York, N. Y.; Frank Gibbons, SEC Staff Member; Arthur E. 
Engdahl, Goldman, Sachs & Co., Boston, Mass.; H. Frank Burkholder, 
Equitable Securities Corp., Nashville, Tenn. 





Chester E. de Willers, C. E. de Willers & Co., New York, N. Y.; Morton A. Cayne, 
Cunningham & Co., Cleveland, Ohio 


Lester T. Doyle, Hardy & Co., New York, N. Y.; Morton A Cayne, Cunningham 
& Co., Cleveland (in back) 


et 


Russell M. Ergood, Jr., Stroud & Co., Philadelphia, Pa.; Anthon Lund, SEC Staff 
Member; Ludwell A. Strader, Strader, Taylor & Co., Lynchburg, Va.; 


SEC Commissioner’s Staff, and N.S.T.A. Officers and guests 
Joseph Keenan, SEC Staff Member 
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Outlook for Electric and Gas Utilities 


(Continued from page 6) 
= from purely defense activi- 
ies. 


One word of caution, however, | 


is appropriate. The recent per- 
formance of utility equities should 
be a matter of great concern to the 
regulatory authorities. “The new 
concepts of rate regulation, and 
the various onerous forms of rate 
making which have sprung up 
with the adoption of those con- 
cepts, have left the industry with- 
out reserves of earning power to 
meet maintaining costs of con- 
struction and operation. 
types of regulation have so far 


been endurable solely because of | 
cheap | 


the great palliative of 
money, the availability of which is 
decreasing under tne 
(making) working of the law of 
supply and demand. It is sincerely 
hoped that regulatory bodies will 
seek to forestall the disastrous 
consequences that can result if 
the industry continues to be 
placed at a disadvantage in com- 
peting for capital.” 2 


The Pressure of Price Increases 


The earnings statements of the 
electric and manufactured gas 
utilities are under pressure of in- 
creased prices for fuel, freight 
and wages. This of course is not 
peculiar to the utilities for we still 
appear to be in a period of rising 
prices. However, since the selling 
price of utility services is regu- 
lated and increases can at best be 
effected slowly, the revenue cost 
relationships are out of line for 
the utilities and this is especially 
true of the manufactured gas 
utilities. But this does not neces- 
sarily mean that the equity earn- 
ings are unsatisfactory or will be- 
come unsati-factory; in fact, quite 
the reverse is true as to the 
electric utilities. In the case of 
the manufactured gas_ utilities 
numerous rate increases have al- 
ready been given. In the case of 
the electric utilities such rate 
cases will become more numerous 
in the months ahead—proceedings 
have already been started in 
Detroit and, in our own system, 
in York, Pennsylvania. 

Consider the impact of fuel price 
increases for the electric utilities. 
Expenditures for fuel now repre- 
sent about 39% of overating ex- 
penses and about 16% of reve- 
nues. These ratios were 28% and 
12.9% four years ago. These in- 
creases do not seem substantial 
when consideration is given to the 
very large increase in coal prices 
over the same period. For exam- 
ple, Metropolitan Edison Company 
paid $5.52 per ton for coal at the 
beginning of 1944. It now pays 
$7.93. This is a large increase but 
the impact on costs was not as 
great as one would suppose, the 
reacon being that coal clauses in 
industrial rates recovered some of 
the increase, and savings in Fed- 
eral taxes absorbed another part. 
For example, in our system, fuel 
and freight rate _ increases 
amounted to $3,100,000 in 1947. 
We recovered $1,900,000 or 61% 
from increased revenue due to fuel 
clauses. We recovered $450,000 or 
15% in reduced Federal taxes. 
Thus, of the $3,100,000 increase in | 
fuel and freight costs, only $750.- | 
000 or 24% was carried down to} 
operating income. 

Now, on to wages and salaries. 
Current exp2nditures for the elec- | 
tric utilities are about 37.4% of | 
the total operating expenses and | 
19.7% of revenues. These ratios | 
were 36% and 16.4% four years | 
ago. It will be seen that wages | 
now are the largest single item of 
expense. Unlike coal price in- 
creases it is more difficult to ab- 
sorb them. Many of our em- 
ployees work at tasks which are 
fixed. For example, it takes a 
given number of employees to run 
a power plant. And yet — there is 
considerable room for better labor 
performance and utilization, and 
improvement is being made. 





21947 Annual Report of the North 
American Company. 


These | 


inevitable | 


, While I recognize that our labor 
| costs do not have the flexibility of 
| some manufacturing enterprises, I 
still wish that you would consider 
that we do work diligently and 
effectively to lessen the impact of 
rising labor costs. And we don’t 
have to speculate about this. The 
July, 1947 Supplement of the 
Department of Commerce Survey 
of Current Business shows em- 
ployment by various industries. If 
we use 1936 as a base we find that 
the electric and gas utility index 


of employment was 102 in 1929) 


and 102 in 1946. The index for all 
industry was 100 in 1929 and 135 
in 1946 but the index for civilian 
Federal employees had gone from 
30 in 1929 to 351 in 1946. The 
index for Federal enterprises such 
as RFC, FPC, SEC, REA, TVA 
and the like moved from 75 in 


an example of how utility man- 
agements apply themselves to 
overcome adverse cost relation- 
ships. They have no choice! They, 
unlike Federal and municipal 
utility ventures, have to survive 
through an income statement and 
remain solvent with a _ balance 
sheet which is in balance. 

The impact of wage and fuel 
price increases on the manufac- 
tured gas utilities is of course 
much greater than on any other 
branch of the industry. For exam- 
ple while operating expenses take 
52% of the electric utility’s dollar, 
such expenses amount to 69% of 
the manuafctured gas utility’s dol- 
lar. Strangely, the manufactured 
gas utilities have not widely 
adopted the fuel clause adjust- 
ment feature in their rate struc- 
tures although some companies 
are attempting to do so now. 

The influence of price changes 
on the natural gas pipeline com- 


tributing companies is of course 
less. And here the large increase 
in competitive fuel prices has 
created a vigorous market which 
will go a long way to partly ab- 
sorb any further price increase. 

I look for the price pressures to 


di-cussion of rate increases takes 
on considerable significance. 


Rate Increases 


Some of you have treated the 
rate problem in the light of the 
rate-of-return formula. This for- 


quite frequently understood in its 
apdlication. Most of our rates are 
10t fixed by such formulas. We 
have been able to sit down in 
many regulatory jurisdictions and 
werk out agreeable end-result 
schedules. For example, becaus2 
of extensive recapitalization or 
refinancing programs our sub- 
sidiaries have reduced rates and 


saved customers $7,500,000 on an 
annual basis in the last five years. 
In spite of such reductions and in 
spite of the increased costs, we 
have more than held our own at 
the level of income available for 
common stock. 

It is difficult for me to say what 
the industry may or may not do 





with respect to rate increases but 
I can tell you what our general 
%olicy will be. Our past record 
shows that we have a strong in- 
terest in promoting greater use 0‘ 
service and in making rate cut; 
where these will help. However, 
' 2cause of inflated economic con- 
ditions now, we have sought and 
intend to seek rate increases 


whenever we can make out a 


good case and we don’t intend to 
wait until the horse has been 
stolen. We expect that when such 
rate increases are made they will 
first be made in the industrial 
rates. This is quite natural. Many 
industrial rates were fixed com- 
petitively in the first instance. To 
the extent that increased costs 
are incremental, as for example 
most of the fuel costs, the margin 
between the industrial rate and 
the total unit costs becomes much 
narrower and we would not be 


1929 to 134 in 1946. Here then is | 


continue and hence the following | 


mula is easy to understand but is | 


meade rate reductions which have | 


surprised if 
total unit cost now exceeds the 
unit industrial revenue received 


| from the large power users. Fur- | 


thermore, since the cost of com- 
peting sources of energy has 
increased much more in the in- 
dustrial classification it should be 
easier to make upward revision 
of these rates. 


At this point, I can’t resist lift- | 


ing a paragraph out of the New 
York Public Service Commission’s 
Report to the New York Legisla- 
ture on the gas situation in that 
state. The report was made in 
January of this year. It states the 
.ate probiem quite directly and 
should give assurance that, where 
justified, rate increases will be 
granted. I think it is manage- 
ment’s job to time the rate in- 
creases so that the least effect 
may be felt upon the equity earn- 
ings: 


“A very important fact regard- | 


ing the expansion of facilities to 
meet the demands of applicants 
for additional gas service has es- 
/caped the full attention it de- 
serves. The cost of constructing 
additional generating, transmis- 
sion and distribution facilities is 
now very much gieater than it has 
been for a whole generation. Utili- 
ties are required to make these 
expenditures in order to comply 
with the statutory requirement 
that adequate service must be pro- 
vided. As an inevitable - result, 
the cost of producing and dis- 
tributing this greatly 
demand will be heavy and con- 
sumers must be prepared to pay 
not only the increased operating 
costs but also depreciation, taxes 
|}and a fair return upon the invest- 
ment which utilities are virtually 
|compelled to make. In unregu- 


|\lated competitive business a pro- 


_ thinks the investment at inflated 
/prices is unjustified because in the 
future a competitor will provide 
plant at the then reduced cost. The 
| public utility has no option. It has 
a public duty to provide adequate 
service.” 








The Construction Program 


The electric utilities expect to 
|spend $6,009,000,000 for new fa- 
‘cilities in the five years ending 
1952. No comprehensive estimate 
for the gas utilities is available 
| but the total may reach $1,500,- 
000,000 in the same period. 

For the electric utilities, much 
of the new generating station in- 
vestment wiil provide for better 
capacity margins, some of it will 
be taken up by new loads and 
some of it will replace presently 
less efficient generating units. The 
latter in turn will be useful as 
standby facilities. Nearly all the 
| projected increased generating fa- 
| cilities in our system will be use- 
'ful to replace less efficient gen- 
erating plants and replace pur- 
chased power so that savings in 
operating costs will follow. 


| Of course the projected con- 
|struction must be paid for. The in- 
|dustry has current resources to 
| pay for about 8% of the estimated 
‘construction program. It can fi- 
nance 35% of it with funds pro- 
vided by non-cash items in the 
income statement, such as depre- 
ciation, amortization and retained 
earnings. It should be able to raise 
about 35% of the funds through 
the sale of bonds and 12% through 
the sale of preferred stock. The 
small bala-ce, or 10%, will have 
to be provided by present or addi- 
tional stockholders. If the con- 
struction program should for some 
reason be sp:ead out over a longer 
period, the requirements for 
equity capital will, of course, be 
reduced. 

In this connection it may be of 
interest to review our system fi- 
nancing program for 1948. 


The large amount for tax ac- 
cruals arises out of an unusual 
non-recurring tax saving result- 
ing from holding company trans- | 
actions and _ incidentally 


in some cases the 


increased | 


shows | (1948). 


Source of Funds 
Current Resources 
Depreciation 
Tax Accruals 
Undistributed Earnings 
Bonds 


Common (from Parents) 


Total 


that holding companies do in fact 
make substantial coniributions to 
‘the welfare of their subsidiaries. 

Interest and dividend rates on 
the new bonds and preferred 
_stocks will undoubtedly be higher 
|and some of the preferreds will 
/have sinking funds. I wonder if 
this increased money cost may not 
be a blessing in disguise. It seems 
to me that where the rate-of-re- 
urn formuia has been applied the 
tendency has been to tix such 
rates of return at decreasing 
levels. I think this trend has been 
/arresied. May it not also mean 
that higher over-all rates-of-re- 
turn may now be expected? 


Integration 


A large number of equities of 
electric and gas utility companies 
have been sold or distributed by 
the holding companies under pres- 
sure of the Public Utility Hold- 
'ing Company of 1935. I have a 
'feeling that the rate of such sales 
and distribution has adversely af- 
fected the utility equity market 
and what is more important that 
‘the prospect that large numbers 
of such equities are likely to come 
on to the market is now acting as 
a depressant. 


The SEC has very broad powers 
under the Act. The conception of 
'what constitutes an integrated 
‘system is almost entirely within 
the Commission’s determination. I 
\think it is fair to say that the 
/Commission’s determinations on 
| integration matters have been on 
|the narrow side and this feeling 








panies and the natural gas dis- | ducer may refuse to expand if he | is shared by the recent 20th Cen- 


'tury Fund study, “Electric Power 
and Government Policy”... “Ap- 
|parently, the Commission means 
'to imply that it is not its inten- 
‘tion so to act as to destroy or 
| seriously impair such value as re- 
'mains to holding company inves- 
tors; but, if so, it is hard to see 
why it does not come right out 
and say so. The Commission 
|should no doubt reserve to itself 
its authority to determine upon 
the facts of each case whether 
conditions do make compliance 
with a divestment order econom- 
ically unwise; but a straightfor- 
ward public reassurance of the 
kind implied in the Commission’s 
/recent pronouncements would in 
the opinion of this Committee, be 
of substantial public benefit.’’3 

On Page 772 the study con- 
| tinues: 

“Moreover, the Commission has 
indicated a tendency to insist upon 
'the desirability of ‘free and unre- 
|strained’ competition as between 
| gas and electric service in a given 
area to the point of creating a 
heavy presumption against the 
|retention of combined electric and 
| gas operations. It is not clear that 
' Congress in the Holding Company 
Act attempted thus to solve one 
of the most controversial ques- 
tions in the whole field of public 
utility economics.” 

It would seem that the Commis- 
sion in carrying out its duties un- 
der the Holding Company Act as 
to integration would reorient its 
position not only as to the indi- 
vidual situations but also as to the 
impact of carrying out the inte- 
gration program on an industry 
wide basis. 


Public Power 
I cannot help but comment on 


ee 


Preferred or Notes__------- 
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Total % 
Se a $5,600,000 8.2 
Se gle chs 14,300,000 20.9 
ce aaa 9,750,000 11.2 
ey Cake got 6,750,000 9.8 
6 ieee 12,700,000 18.5 
Si eh hae 11,900,000 17.3 
2 ie 7,600,000 11.1 
sic ek $68,600,000 100.0 


the Bonneville, Grand Coulee and 


| TVA, and other Federal projects, 


many of which increased their ca- 
pacity, allegedly for defense pur- 
poses. Incidentally, it is interest- 
ing that such expansion of ca- 
pacity for defense purposes came 
at a time when the private utili- 
ties were unable to provide ca- 
pacity for their growing loads. 

If it is sound public policy to 
construct dams for irrigation, 
navigation and/or flood control 
and if the generation of power in 
connection with such projects is 
incidental and economical, none 
can deny the propriety of con- 
structing dams for such purposes. 
The difficulty arises in restrain- 
ing Federal agencies and public 
power enthusiasts from going be- 
yond such purely incidental de- 
velopment. There is currently a 
typical case in point. TVA started 
out as a flood control-navigation 
—and, only incidentally, power— 
development. It preempted its 
electric service territory—buying 
all the private utilities. The dis- 
tribution systems were sold to 
municipalities, the rural systems 
to co-ops—TVA retaining the gen- 
erating stations, the transmission 
lines and pretty much the whole 
pattern of electric utility opera- 
tions in the TVA territory. It was 
soon discovered that hydro gen- 
erating stations had limitations of 
reliability and so a 100,000 KW 
steam station was built. Then 
came the war and the defense 
plea was worked overtime, so 
TVA was permitted to provide 
more capacity. Now that the war 
is over, TVA plans another huge 
steam station—again “for defense 
purposes’”—and so a public power 
venture which starts off as an in- 
cidental business grows to a giant 
size by taking advantage of one 
emergency or another. 

And, of course for varied rea- 
sons, the New Deal encouraged 
public power and municipal util- 
ities. In many cases the aid was 
in the form of outright grants. 
For example, 7.5% of all PWA al- 
lotments were for public power 
development. In addition, Con- 
gress made substantial allotments 
to REA. The investment of the 
Federal Treasury in TVA power 
development amounts to about 
$400,000,000 based on TVA’s allo- 
cations. These allocations are in 
dispute—the allegation being that 
they are on the low side. — 

Now I recognize that the electric 
utilities have been doing quite 
well in spite of the expansion of 
public power but in fairness to the 
private utilities a forthright state- 
ment of the Federal Government’s 
public power program should be 
made. ... “Perhaps it may not 
be too much to hope that once the 
relation of Federal projects to 
private systems has been clearly 
defined and pricing policies of 
multiple-purpose projects have 
been formulated on an under- 
standable social basis, freed from 
invidious comparisons based on 
dubious cost allocations, the scope 
of mutually beneficial cooperation 
between public and private sys- 
tems will grow. Public systems 
must, of course, pursue those price 
and non-price experiments in load 
building and in efficient distribu- 
tion that have aroused a too com- 
placent private management, But 
direct competition and duplica- 





some aspects of public power be- 
cause of the impact public power | 
orograms have on_ investors. | 
About 12.6% of the total electric | 
output for public use in 1947 was 
from Federal establishments. Ten 
years before only .6 of 1% was 
supplied by such enterprises. The 
large growth of course stems from 


3 Page 770, Electric Power and Gov- 
ernment Policy— 20th Century Fund 





tion of facilities are uneconomical. 
Litigation is wasted oppvo~tunity. 
In their elimination, the general 


'public has much to gain.’’4 


“In the development of Federal 
systems, little attention has been 


given so far to the fundamental 


|issue: what principles or condi- 


(Continued on page 32) 





4 Page 667, Electric Power and Govern- 
ment Policy—20th Century Fund (1948). 
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(Continued from page 31) 
tions should define the limits, if 
any, of Federal participation in 
the power business; and on what 
basis is private capital to compete 
or cooperate with public invest- 
ment? Unlimited competition in 
an industry with rigid investments 
is not healthy. Uncertainty con- 
cerning the tuture tends to dis- 
courage the expansion of private 
enterprise; thus, deferred main- 
tenance was the rule among the 
utility systems acquired by TVA 
and its contractors. Although the 
competition between public and 
private systems is no longer an is- 
sue in the Tennessee Valley, it is 
a live problem in the Pacific 
Northwest. In gene:al the threat 
of Federal projects and municipal 
competition tends to undermine 
the investment rating of utility 
stocks.”’5 


GROSS INCOME AND TAXES OF CLASS A AND B ELECTRIC | investment 


I began this discussion of public 
power for the reason that the un- 
certainties regarding it make the 
carrying out of the expansion pro- 
gram, to which I will refer later, 
doubly difficult. Another reason 
for concern is the inevitable use 
which public power enthusiasts 
make of public power rates as 
against rates charged by the pri- 
vate utilities. 

The TVA annual power report 
|for 1947 carries a chart which 
shows TVA progress against that 
of the country as a whole—obvi- 
ously for propaganda purposes 
for nowhere in the report is there 
reference to the fact that TVA and 

‘its distributors pay only a small 
portion of state and local taxes 
and no Federal taxes at all. The 
following comparison of tax 
| burdens shows why the rates are 
not comparable: 


UTILITIES AND TVA AND THEIR DISTRIBUTORS 
(In millions of dollars) 


Class A & B Elec. Util. 


12 


Gross Income Before Taxes $3,449.0 
633.7 
274.3 7.9 4.1 9.3 
359.3 


Total Taxes 
State and Local 
Federal 

Source: FPC Bulletins and 


The 20th Century Fund study | 
disposes of the yardstick myth | 
quite effectively. 

“As we have seen, Federal and | 
state power projects cannot pro- 
vide simple yardsticks for the ap- 
praisal of the rates of private sys- | 
tems. Conditions of production | 
and distribution differ so widely 
between the two, and from place 
to place, that accurate allowances 
for these differences are impos- 
sible. Public projects enjoy ad- 
vantages over private industry, | 
such as freedom from the risk of 


| made to secure as much equity 





insolvency, or responsibility to 
stockholders for mistakes of man- 
agement. A regional development 
authority like the TVA can also) 
alter the economic conditions in 
its territory. Its experience, how- 
ever, no matter how qualified, 
cannot indicate the reasonable 
costs or rates for privately owned 
utilities.” 6 


Financing 


Financing the large expansion 
program is now one of the prin- 
cipal preoccupations and occupa- 
tions of the utility managements. 
In recent years the financing has 
been largely for refunding pur- 
poses as shown by the following 
data in the March, 1948 Federal 
Reserve Bulletin. Note the large 
increase in “new money” in 1947. 


USE OF PROCEEDS OF 
SECURITY ISSUES OF THE 
UTILITY INDUSTRY 


(In millions of dollars) 


Total Retire- 
Net New ment of 
Proceeds Money Securs. poses 


$130 $11 $77 $42 
1,250 30 1,190 30 
1,987 63 1,897 27 
751 89 611 50 
1,208 180 943 86 
1,246 43 1,157 47 
1,180 245 922 13 
1,340 317 993 30 
464 145 292 27 
469 22 423 25 
1,400 40 1,343 17 
2,291 69 2,159 63 
1946 2,129 785 1,252 93 
1947 3,121 2,122 923 76 
In 1947 about half of all private 
venture financing was done by the 
utilities including the telephone 
companies. Of the $4.1 billion 
total $2.8 billion was represented 


Other 
Pur- 
Year 


1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 


TVA and Distributors 
Mos. End. Mar.,’47 12 Mos. End. June, ’47 
100.0% $44.2 100.0% 
18.3 4.1 9.3 
10.4 None None 
1947 TVA Annual Report. 


In the first quarter of 1948, the 
total financing of the electric 
utilities amounted to $305 million | 
of which 83.3% was bonds, 8.5% | 
preferred stock and 8.2% commo.. | 


stock. 


Most utilities have substantial | 5 


borrowings power under existing 
mortgages and many have con- 
siderable leeway in_ preferred 
stock issues. However, the desira- 
bility of maintaining large com- 
ron stock equity positions is so 
clear that every effort should be 


capital as possible. Nevertheless, 
regulatory agencies will have to 
consider that stubborn adherence 
to preconceived capital ratios may 
result in substantial injury to 
equity investors. Anyhow, the 
matter of capital ratios has been 
given too much weight in judging 
individual situations. The insist- 
ence of SEC to write these ratios 
into charters as a basis for divi- 


dend payments has been one of | finance this growth so imperative-|t®0 many operating utilities no 


the most regressive regulatory 
policies which has been invoked 
in the last decade. To me it is 
inexplainable that a commission 
which has generally been reason- 


| 1947 


piece that makes the sale of bonds 
and preferred stocks possible—a 
breakdown here could very well 
mean a breakdown of the entire 
program. That is why adequate 
earnings are important— remem- 
bering that utility equities com- 
pete with all other equities—and 
the earnings of other equities 
have never been so high. I am 
convinced that, fundamentally, 
nothing adverse has happened to 
the utilities but their earnings 
suffer by comparison with the 
gains made by industrial earnings. 
Earnings for electric utility equit- 
ies have improved in recent years 
but earnings; o: other equities be- 
ginning in 1946 gained so much 
that, by compaiison, the utilities 
seem bad. The fact is that by na- 
ture their earnings are moderate, 
but, in that, they had great appeal 
since they would hold up, as they 
did, in depression periods. With 
accent on _ capital 
gains, the prospect seems brighter 
for the industrial and trade equi- 
ties. Thus, the emphasis has 
'shifted and at the moment utility 
| equities seem to be out of favor 
| as shown by the following data in 
(the March 1948 Federal Reserve 
| Bulletin: 


FEDERAL RESERVE INDEX 
OF STOCK PRICES 
(1935-1939—100) 
Industrial—— -—Public Utility 
Deviation Deviat’n 
of Index of Index 
from 1946 
Index Average Index 


Feb. 133 10 111 

arch 128 15 107 13 
April 123 20 105 15 
May 119 24 102 18 
June 124 19 101 19 
July 132 11 102 18 
Aug. 130 13 101 19 
Sept. 128 15 102 18 
Oct. 131 12 101 19 
Nov. 130 13 97 23 
Dec. 129 14 94 26 


1948 
Jan. 126 20 95 25 
Feb. 119 24 93 27 
March *125 18 *94 26 
*Week ending March 27. 
With respect to financing the 
large conservation program the 
20th Century Fund Study says: 
“The money which is needed to 


ly demanded must come in the 
first instance from investors. If it 
is not thus provided, either the 
needed expansion will not occur 
and the public will suffer from its 





able should go along with such 
folderol. 
tive measures are frequently de- 
sirable but the charter is no place 
to secure them. 


It seems clear that the utilities 
will be able to sell bonds under 
existing mortgages and within 
reasonably narrow limits of sound 
capital structures, which, together 
with funds generated by non- 
cash items in the income state- 
ment, will pay for about 70% of 
the construction presently con- 
templated. 

The sale of preferred stock pre- 
sents a somewhat different pic- 
ture. Institutional buyers seem to 
have developed considerable re- 
sistence to preferred stocks and 
we have seen that private in- 
vestors are not large purchasers 
of preferre-. It may be that con- 
siderable selling effort will be 
necessary again to develop a 
market for the once popular class 
of utility securities. I hope that 
whatever device is used. that it 
will not be a customer-ownershivo 
device. In this connection, the 
comments about competitive bid- 
ding in connection with common 





by bonds, $400 million by pre- 
ferred stock and $900 million by 
common stock (68%, 10% and 
13%). Of the total financing only 
$700 million (17%) was purchased | 
by individuals — 73% was pur-| 
chased by the life insurance com- 
panies and only .4 of 1% by com- | 
mercial and savings banks.7 


5 Ibid, page 675. 

6 Ibid, page 678. 

7U. S. Department of Commerce Bul- | 
letins. 


stocks are especially applicable 
at this time. 


We have shown that only about 
10% of the electric utilities ex- 
pansion program will be financed 
through the sale of common stock. 
Over the next 41% years, this will 
involve about $600 million—but 
this piece is more important than 


lack, or it will be provided from 


I recognize that correc-| the only other source available— 


| the public treasury. This is not a 
recourse to be lightly imposed. The 
result of huge expanded govern- 
mental investment in this quasi- 
private enterprise might easily be 
its forced transformation into a 
wholly public enterprise, under 
conditions highly unfavorable for 
so radical a change even if such a 
development were wholly desirable 


sidered political evolution. 

“Taxation which reduces re- 
turns to investors to or near the 
vanishing point has, then, conse- 
quences which go beyond the im- 
mediate effect upon the investor— 
and upon the personal income 
taxes which he would otherwise 
pay to the government. Not only 
are market values sharply re- 
| duced but corporate credit suffers. 
| Not only does it become practi- 
cally impossible to raise further 
capital by inducing stock invest- 
vestment but borrowing capacity 
is also affected, 

“The public utility, moreover, 
cannot restore the balance by 
freely raising its rates, for these 
are regulated by public authority. 
'In theory. regulation should per- 
mit a utility to receive from its 
consumers who are its only source 
'of revenue, its operating expenses 
and depreciation allowances, plus 
‘profits’ which revresent the rea- 
sonable and necessary cost of cav- 
ital. This is not necessarily what 





is customarily spoken of as a ‘fair | 
It is something which can | 


return’. 


the size would indicate. It is the' be determined neither by eco- 


from '46 | 
Average | 


as a product of ordered and con- | 


‘nomic reasoning nor by commis- 


sion fiat. 
ment. the amount of which an 


investor demands reasonable as- 


surance before he will consent to | 


risk his capital. The investor who 
sees that taxes will not leave for 
distribution by the corporation net 
earnings which will permit him 
the return which he regards as 
fair, simply will 


not risk his | 


money. The needed capital must | 


be found elsewhere if it is to be 
found at all.’ 


|in senior securities, to whatever 


It is, at any given mo- degree is shown to be needed, 


‘must be permitted, with such 
safeguards as to amortization or 
| call as in the opinion of the Com- 
mission will bring the ratio to any 
desired level when, over a period 
_of time, market conditions permit. 
|In extreme cases, however, en- 
| forced reorganization of the com- 
pany’s existing capital structure 
should be considered as a prefer- 
able alternative to the grant of 


| permission for further borrowing. 


In this connection I cannot re- | 


sist urging the Securities and Ex- 
change Commission and the State 
Commissions, where applicable, to 
abandon their requirements for 


competitive bidding for preferred | the attitude of the public will 


and common stock issues. The de- 
vice served its purpose in a sellers’ 
market. I cannot say that it does 
not now work as to bond issues. 
I do say it is injuring investors 
and consumers when required for 
preferred and common stock is- 
'sues. This job of financing the 
utilities is primarily manage- 
ment’s responsibility but regula- 
tory commissions have an interest 
too—so do consumers—for, if the 
equity capital is not forthcoming, 
the expansion will not occur. If 
the sale of equities is difficult, 
the pressure to issue debt securities 
will become great and much of the 
ground gained by way of capital 
ratio improvement will have been 
lost. I therefore urge upon the 
SEC that it publicly announce 
abandonment of the requirements 
|of competitive bidding as to pre- 
ferred and common stocks or in 
the alternative give the industry 
an opportunity to present its ob- 
| jections.in a public hearing, I am 
convinced that to do this woulc 
'be a matter of regulatory states- 
-manship and that no one single 
thing will have such beneficial ef- 
| fect on the utility preferred and 
/}common market. 

Nor can I resist quoting again 
from the 20th Century Fund study 
| (Page 777): 
| “The operating electric (and 
'gas) utilities of the United States 
| need capital to meet the need for 
‘their service. In the past the hold- 
‘ing company has been a major 
/source through which new equity 
|capital has been supplied to the 
|operating companies. Whatever 
'the weaknesses of this method, as 


satisfactory substitute has yet 
‘come into existence. Yet the 
|parent company is itself subject 
to the threat of what the market 
currently interprets as a genuine 
'‘death sentence.’ As things stand, 
'it finds the greatest difficulty per- 
suading the investment market to 
provide it with capital; and, upon 
obtaining the capital, faces at least 
wo major deterrents from supply- 
ing it to the subsidiary. There 
are: (1) the possibility that it may 
be compelled to dispose of the 
very subsidiary which most needs 
its help; and (2) the danger that 
its existing investment in the sub- 
sidiary will be reduced in value 
'by subordination or some other 
device to accomplish equitable 
distribution of voting power and 
to bring senior capitalization in 
line with Commission standards. 


It seems clearly desirable that if | 





funds can be found for advance- 
|ment to subsidiaries to help meet 
'the present emergency, the Com- 
mission might well give its assur- 
ance that it will give such new 
money adequate protection; for 
_example, against the claim that its 
-advance merely tended to 
| ‘sweeten’ an actually non-existent 
equity. 

“Where new equity capital is 
unobtainable or is not justified by 
existing conditions, and yet new 
money must be had, it seems clear 
that the pressure toward capital 
structures with a relatively rigid 
ratio of common stock to senior 
securities must, as the Commis- 
sion (SEC) in its more recent 
decisions seems to have recog- 
nized, be relaxed. If the new 
money is really needed and can- 
not otherwise be had, investment 


8 Page 745, Electric Power and Public 
Policy—20th Century Fund (1948). 





“Indeed, flexibility as to every 
preconception is necessary if the 
administrative process is to be 
effective.” 9 

Of course in the final analysis, 


determine whether the financing 


| program will be carried out under 


duress of unenlightened regula- 
tion. And “in part that depends 
largely upon the industry itself, 
upon its willingness to discipline 
itself, to avoid the repetition of 
the evils of the comparatively 
recent past, and the pitfalls which 
tremendous power resulting from 
the control of vast aggregations 
of capital places before the feet 
of the best-intentioned men. In 
part, it depends upon the devising 
of a system of regulation which 
will control without unduly ham- 
pering initiative, and will reward 
imagination and efficiency. And 
finally, it will depend upon the 
realization of the public that 
neither here nor elsewhere can it 
get something for nothing. It can- 
not get taxes which cripple the 
industry. It cannot get service 
without paying reasonably for it. 
It has a right to fair treatment 
and to the lowest rates which 
efficiently managed virtual mo- 
nopoly can possibly give it. But it 
has no right to more.” 10 





Conclusion 


I wonder then, if the appeal of 
stability isn’t something for you 


'to reconsider with respect to 
|utility equities. I wonder if the 


concern over our revenue/cost 
relationships hasn’t been over- 
emphasized. I am under no delu- 
sions about the difficulty we will 
encounter in getting the equity 
capital. Some companies with thin 
equities may find the process most 
painful. Some regulatory agencies 
will have to revise their security 
ratio ideas and some commissions 
will have to revise their ideas of 
returns necessary to attract capi- 
tal. In the future when applica- 
tions for rate increases become 
more widespread, regulatory com- 
missions should consider the com- 
petitive position of utility 
equities. I know that the accent 
in investment policy at the mo- 
ment is on capital gains. But the 
utilities have much to offer. We 
sell the largest ma~s commodity at 
the lowest cost. What we sell is a 
necessary part of our lives. We 
haven’t even reached the horizon 
of our usefulness in the American 
economy. We have, during the 
depression years, been able to sell 
our services in an_ increasing 
amount. New uses for our prod- 
ucts are developed every day. As 
prices of coal and oil advance our 
competitive position improves and 
in fact is now quite substantial. 
We have demonstrated our re- 
sourcefulness and ability to de- 
velop the industry. Our search 
for economies is relentless. Our 
stable earning power is a matter 
of record. When we reach a period 
of deflation, the revenue/cost re- 
lationships which are now out of 
line will begin to work in our 
favor. It may very well be that 
at the moment, we, as an industry, 
are in an awkward position to 
raise equity capital but you will 
find upon examination that many 
utility equities are excellent in- 
come producers. When the eco- 
nomic fog in which all equities 
are floundering begins to lift, you 
may also find that many utility 
equities have excellent apprecia- 
tion opportunities. 

9 Page 777, The Electric Utilities and 


Public Policy — 20th Century Fund 
(1948). 





10 Page 779, The Electric Utilities and 
Public Policy—20th Century Fund. 
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Reports April Business Slightly Improved 
Despite Coal Strike 


Business Survey Committee of National Association of Purchasing 

Agents, headed by Robert C. Swanton, says, though inventories 

declined, buying policy is now geared to definite production require- 
ments, with prices “spotty.” 


A composite opinion of purchasing agents who comprise the 


Business Survey Committee of the National Association of Purchas- | 


ing Agents, whose Chairman is Robert C. Swanton, Director of Pur- 
chases, Winchester Repeating Arms Corporation, New Haven, Conn., 


is that April 
showed a 
slight im- 
provement in 
general  busi- 
ness if the re- 
tarding ei- 
fects of the 
coal strike 
are dis- 
counted, Pro- 
duction, it ‘is 
stated, 
has nearly 
regained 
its losses of 
March, though 
still below the 
January 
level. Backlogs of orders, too, 
have reversed the February anc 
March trend and show a tendency 
to increase. Apparently, many 
buyers found inventory positions 
falling below reasonable operating 
requirements, because of the gen- 
erally supercautious commitment 
policy following the February 
commodity market break; also. a 
feeling of more confidence in de- 
mand has been generated by tax 
reduction, European aid and Na- 
tional Defense programs. While 
little new contracting can be 
traced to, these factors, there arc 
much inquiry and planning whiclk 
are expected to result in substan- 
tial new business. 

A brake on the new note of 
confidence is the realization that 
full impact of the coal strike has 
not yet been felt and another 
drop in over-all production must 
be anticipated from shutdowns 
for Summer vacations. Caution 
is still very advisable. 





Robert C. Swanton 


Commodity Prices 


The April price situation can 
be called “spotty.” In number, 
the items advanced are about bal- 
anced by those showing declines. 
In the latter category are mate- 
rials runn‘ng to easier supply and 
some fabricated items now seek- 
ing buyers on a competitive basis. 
On the whole, prices appear to be 
firming up over March. 


Inventories 


Industrial inventories continue 
to decline in April. Some of this 
is due to deferred deliveries of 
materials caused by the coal 
strike. Others are letting stocks 
run down to correct imbalance 
with other materials, such as steel, 
where shortages and delayed de- 
liveries are anticipated. 
eral, inventories are reported to 


be about as low as possible to. 


maintain production 
schedules. 
ecutives report that, in view of 
high prices and threats of gov- 
ernment control of critical mate- 
rials, they would prefer to take a 
chance on being short, rather than 


overbought. 


present 


Buying Policy 


In line with the new confidence | 


expressed 'in general business, the 
slight uptrend in backlogs and the 
low inventory position, buying 


policy has expanded a Little this_ 


month: 91% report being within 
a 90-day commitment limitation, 
compared to 95% holding to that 
position in March. A very small 
amount of additional future cov- 
erage is reported because of fear 
of government controls or alloca- 
tions for the Marshall Plan and 
National Defense. Buying policy 
appears to be geared to definite 
production requirements. 





coal-tar 


areas. 
duction efficiency 
man with a good job is trying to 
protect it. 


holding 
competitive—buyers resisting high 
prices — prices 


tinues down. 
‘“hand-to-mouth” 


In gen-| 


Some purchasing ex-| 


Specific Commodity Changes 


The most important price ad- 
vance this month is the 2c in- 
crease in lead, carrying with it 
increases in most lead products 
Otherwise, markets remain gen- 
erally firm. 


Increases reported: Ammonia, 


bottle caps, brass and bronze cast- | 
| ings, calcium carbide, coal, 


coal- 
tar chemicals, die blocks, glass, 
glue, hides, leather, edible oils, 
phosphates, platinum, rubber, salt 
cake, stee] wire, zinc oxide. 

Decreases noted: Cornstarch, 
corrugated cartons, gloves, some 
lumber, menthol, mercury, nut- 
meg, waste paper, paint thinner, 
sulleys, rosins, soap, steel wool, 
sugar, textiles, truck tires. 

In more plentiful supply: Build- 
ing suppl_es, fractional h. p mo- 
tors, fatty acids, fuel oil, many 
grades of paper and paperboard 
waste paper, paints, polystrene 
soda ash, screw products, thermo- 
plastic materials. 

Still hard to get: Aluminum 
copper, lead, zinc, steel. Alsc 
burlap bags, malleable iron cast- 
ings, chain, chromic acid, coal. 
products, steel drums 
good grades of jiumber, nails 
nickel salts, pipe, tin, titan_un 


dioxide. 


Employment 
The down-trend in employmen‘ 
continued in April, though the de- 
cline is not as sharp as in March 


Much of the unemployment is 
attributed to the coal strike. 
“urther layoffs and shorter run- 


ning time are antic:pated from 
he same cause. Unskilled labor 
is reported available in several 
Turnover is lower; pro- 
is higher. A 


Canada 


General business in Canada is 
steady, becoming more 


and inventories 
Employment trend con- 
Buying policy 
to 90 days. 

a 


‘tatic. 


So. Calif. Invesiment 
Counselors Elect 


PASADENA, CALIF.—At its 


llth Annual Meeting held April 
19 at the University Club of. Los| 
Angeles, the Investment Counsel- 
ors’ Association of Southern Cali- | 
fornia elected the following of- 
ficers for the coming year: 


President — Thomas D. Sears, 


Santa Barbara. 


Vice-President — W. Murray 


Hawkins, Los Angeles. 
Secretary-Treasurer—Harlan B. | 
Robinson, Pasadena. 


Each of these officers was also 


2Jlected to serve on the Board of 
 Jovernors 
members elected 


1948-49. 
to the Board 
vere C. Melvin McCuen and J. H. 


for 


Zucker, both of Los Angeles. 


John C. Gotschall of Santa Bar- 


vara, and Albert Waycott, II of 
Los Angeles were welcomed as 
new 


members of the association. 








N. Y. ‘Curb to Close Sats. 


During Summer Months 


The New York Curb Exchange 


will be closed on Saturday during 
the summer months, commencing | 
on May 
July, August and September, the 
exchange 
nounces, 


29 and through June, 


weekly bulletin § an- 


Other | 


Halsey Stuart Group 
Offers Terminal Bonds | 


Halsey, Stuart & Co. Inc. and | 


associates offered to the public | 


April 28, subject to Interstate 


Commerce Commission authoriza- | 
tion, $4,833,000 The Union Ter- | 


minal Co., Dallas, Texas, first 
| mortgage 3% bonds, due June 1, 
1978 at 100 and accrued interest. 
Award of the bonds was won at 
'competitive 
99.411. 

Net proceeds from the sale of 
che new bonds will be used to 
‘etire a similar amount of 334% 
mp mortgage bonds due Feb. 1, 


The new bonds may be re-| 
deemed any time on at least 60 | 


days’ notice at prices scaled from 
103% % to 100%. Through opera- | 
tion of the sinking fund beginning | 
June 1, 1949, the bonds may also 
| be redeemed at 100% 

The Union Terminal Co. was | 
incorporated in 1912, for the pur- 
pose of the construction, mainte- 
nance and operation of a terminal 
railway, in and about the City of 
Dallas. The company now owns 
the Union Passenger Station in the 
city, together with a coach yard, 
engine house and shop, power 
plant, and other improvements. It 


also owns or holds under User | 


Contracts, connecting tracks and | 
tracks for the movement of 
chrough traffic outside the Ter- | 
minal. 


The eight railroads which are | 
2arties to an operating agreement, 


as supplemented, and which have 


Terminal Co. over their 
tracks or over the tracks of other 


railroads under various trackage | 
| higher near-term rates. 


ight arrangements are: The Texas 
and Pacific Ry.; Texas and New 
Orleans RR.; Gulf, Colorado and 


santa Fe Ry.Co.: Missouri-Kansas- | 


Texas RR. of Texas; Fort Worth | 
& Denver City Ry.; St. Louis, San | 
Francisco & Texas Ry.; St, Louis | 
Southwestern Ry. of Texas; and 
Chicago, Rock Island & Pacific 
RR. 


Cleveland Stock Exch. 
ln New Quarters 


CLEVELAND, OHIO.—The 
Cleveland Stock Exchange on 





sale on a. bid of | 


| tary Snyder, 
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By JOHN T. CHIPPENDALE, JR. 








| Despite slightly less activity due in part to the attitude of some 
investors of let’s wait and see what happens to the certificate rate, the 


| government market continues to display a firm to buoyant tone... 

The longer end of the bond list is still getting most of the play, be- 
cause investors are either moving out of near-term maturities inte 
the higher income issues or they are putting uninvested funds inte 
Short covering by traders and dealers has 


these securities. 
helped to improve the action of the longer eligible obligations. . 


The ineligible bonds, especially those issues that are closest 
to the 100 level, have been getting more and more attention, be- 
cause they are being looked upon as “demand obligations” with a 

| much better return than is available in the short maturities. . 
| tis being pointed out that the money managers are determined 


the taps? ... 


to maintain the “pegs.” 


TREASURY PURCHASES 


Accordingly, why should funds be 
put into lower income shorts, when one can do so much better in 
Earning still appeals to some investors, 


Treasury purchases of government securities during March 
amounted to more than $106,000,000, with indications that the Federal 


Old-Age and Survivors Insurance Trust Fund were the main buyers 


| of these obligations. 


1967/72, which amounted to almost $41,000,000. 


lowed with nearly $20,000,000 being required. 
December 24s due 1964/69 were taken on in an amount in excess 
of $6,000,000 with the remainder of the commitment being made 





in the 244% due Dec. 15, 1963/68. 


slightly more 


! 


| obligations. 


than $4,000,000. . 


| YIELD ADJUSTMENT 
Yield curves based upon a 14% 


Holdings of marketable Treasury obliga- 
| tions of this Trust Fund increased last month by close to $105,000,000. 
. All of the bonds taken on were ineligible issues. 


The largest commitment was made in the 244% due Dec. 15, 


The 2\%s 
due June 15, 1967/72 were next with purchases somewhat in 
excess of $33,000,000, while the 24s due March 15, 1965/70 fol- 


June and 


These purchases were 


rate for certificates of indebted- 


/ness are being worked over, in order to find out how much of an 


acce t " i : hate i a : 
scenes: te: he. properties. of Pv | adjustment is likely to take place in yields and prices of Treasury 


The shorts and certain of the intermediate-term 


bonds would have a minor altering of their “pegged” prices, with 
. This would be necessary in order to 


produce returns that would be in line with the new yield curve. ... 


WORLD BANK BONDS 


Secretary of the Treasury Snyder’s recommendation to the Con- 


by 


gress that steps be taken to improve the marketing and marketability 
of World Bank bonds, had a favorable effect upon these securities. 


. This action of the Treasury Secretary seems to indicate that the 
sonitnigusath has not lost any of its interest in these obligations. . . 
| Financing by the World Bank in the future, as is forecast by Secre- 


| standing issues. 

There are many in the financial district that regard the 
World Bank bonds very highly and they have been and still are 
taking on these securities for income purposes, 


Monday, May 3, will celebrate the | 


occupancy of its new quarters at | 
410 Union Commerce Building, 
according to an announcement by | 


Richard A. Gottron, Gottron, Rus- | 


sell & Co., President of the Ex- 
change. 


The new quarters were former- | 


ly used by the old Union Trust 
Bank and are immediately adja- 
cent to space occupied by the 
Cleveland Chamber of Commerce. 
The entrance lobby and the trad- | 
ing floor are done in beautiful 
panelled teak wood. It is believed | 
that the Exchange will have the | 
most efficient lighting of any 
trading room in the country with | 
latest available fluorescent light- | 
ing not only on the board but) 
throughout the premises. 

A further innovation is the | 
adoption by the floor traders of | 
steel] executive desks instead of | 
the old-fashioned standing height | 
desks and booths. 

It is expected that there will | 
be present for the official open- | 
ing party on May 3, William G. | 
Mather who served as first Presi- | 
dent of the Exchange in 1900, 
Charles Otis who was its second | 
President and Will S. Halle who 
joined the Exchange on Jan. 18, 
1901 and is its oldest active 
member. 


Gude, Winmill Chante: 


Robert H. Radsch will retire 





'from partnership in Gude, Win- | 


mill & Co., 1 Wall Street, New 


' York City, members of the New 
‘York Stock Exchange, on April | 


30. On May 1, Virginia W. Radsch | 


‘will be admitted to limited part- 
| nership in the firm. 


should not have an unfavorable influence upon out- 


. The market 


for World Bank bonds has improved substantially in the last few 
months, because these securities have been going into strong 


hands. ... 


BILL RATE RISE EXPECTED 


The short and intermediate section of the government bond mar- 
ket is getting the bulk of the attention now because of the belief that 


changes are imminent in the certificate rate. . 


. A new pattern of 


short-term rates is believed by many to be in the making with pre- 
dictions that the bill rate could eventually move up to about 1.10% 
after the one-year rate goes to 1.25%. 


Higher short-term rates, accompanied by a rise in the penalty 


rediscount rate, would mean an upping of the over-the-counter 


rate; . << 


type of investment. . 


for their needs... . 


issues getting the bulk of these purchases. .. . 


INSIDE THE MARKET 

Insurance companies, according to reports, have sold a few more 
of the tap issues, evidently for the purpose of completing private 
While there is considerable corporate financing 
to be done especially in the public utility field, sales by non-bank 
investors of government bonds are now being made only to cover 


placements. 


commitments as 


Switching continues to be important in the government mar- 
ket with some banks still moving from the 2's due 1956/58 into 
the 214s due Sept. 15, 1967/72. 
have been very prominent in this deal. 
out-of-town, non-bank — is indicated in the 24s due 
% due 1960/65 have again been under 


1959/62. ... 


they are being made. . 


Also the 2% 


accumulation by the large "budine: 


Southwestern institutions 
. . Scattered buying by 


The 


The large banks would be the principal beneficiary of 
such developments as they have been since the upward revision 
has taken place in the general level of interest rates. ... 
smaller banks, which were much more mortgage-minded, have in 
many instances had their fill at least for the time being of this 
. But they have funds that must be put 
to work and the return in shorts is still not substantial enough 
Accordingly they are going into the longer 
end of the government market, with the most distant taxable 
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Wells was named Assistant Vice- 


President; Perry D. Keating, As- 
sistant Manager of foreign divi- 


NEwS ABOUT BANKS tiorae 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 


} sion. 


The Mechanics National Bank 
of Worcester, Mass., has marked 
its 100th anniversary with a bro- 
chure briefly noting the event. 
in citing certain distinctive as- 
pects of the institution, it says, 





The appointment of Henry M. 
Sommers as Assistant General 
Counsel of the American Bankers 
Association and Assistant to the 
Executive Manager, is announced 
by Dr. Harold Stonier ABA Exec- 
utive Manager. Mr. Sommers has 
been with the legal department of 
the American Bankers Association 
since 1939, and succeeds the late 
Liston C. Bertram in the two of- 
fices. He has a banking as well 
as a legal background in that he 
was associated with a commercial 
bank prior to receiving his law 
degree. 


office in New York City for the 
generai practice of law. It was 
to assist in research, writing, and 
editing of the fourth edition of 
“Paton’s Digest” that Mr. Som- 
mers came to the American Bank- 
ers Association. Upon completion 
of the assignment, he accepied a 
permanent appointment as an ai- 
torney in the Association’s Legal 
Department. 


% % % 


William McKinley, Trust Officer 


He was admitted to the} 
bar in 1929 and conducted a law | 


Clubs, and Mrs. Le Roy S. Ed- among other things: 

wards, President of New York; “The name ‘Mechanics’ connoted 

|City Federation of Women’s Clubs. | a century ago an awareness of the 
e. Beek ‘transition from the early agrieul- 

| Guaranty Trust Co. of New York | tural, fishing and maritime-econ- 


|announces the appointment Ol) omy to the industrial—meehan— 


Howard C. Judd as a Trust Officer | ical’ preeminence whieh our area 
'at the main office. He has been | enjoys today.” ‘ 
|associated with the company ior} 
'20 years and with his new ap-jon April 21, 1848, as the Me- 
'pointment continues with the Per-| chanics Bank. In 1864, féllowing 
'son Trust Division, where he has the passage of the National Bank 
been an Assistant Trust Officer! Act, the bank surrendered its 
since September, 1943. | State charter in exchange for a 
ae Rs Federal charter under its present 
Arthur S. Kleeman, President | corporate title, the Mechanics Na- 
of Colonial Trust Co. of New York, tional Bank of Worcester. 
has announced the appointment | * * * 
of Miner M. Taylor as an Assistant! The resignation of Lawrence B 
Vice-President at the Midtown|Carey as New Jersey Commis- 


The institution was incorporated. 








—— 
} — 





Publie Utility Sasnte tthe 











Financing the Utikhty Construction Progzam 


President Tegen of General Public Utilities recently delivered a 
talk before the Analysts Club of Chicago on the “Outlook for the 
Electric and Gas Utilities.” [Full text of article on page 6.] Com- 


some dollar as compared to 52% 
for the electric utilities’ dollar, the 
gas utilities have not widely 
adopted the fuel clause adjust- 
ment feature in their rate struc- 
tures, though some are now try- 
ing to do so. 

Commenting on 1947 financing, 
he stated that about half of a} 
private venture financing in 194% 
was done by the utilities, includ- 
ing the telephone companies. Of 


the $4.1 billion total $2.8 billion | 
was represented by bonds, $490| by relative trends of stock prices” 
million by preferred stock and) 


$900 miiion by common stock 


(68%, 10% and 22% respectively). 


menting on the manufactured gas companies he pointed out the 
anomaly that, while operating ex-@— —. 
penses comprise 69% of the in-, years but earnings of other equi- 


ties beginning in 1946 gained so 
much that, by comparison, the 
utilities seem bad. The fact is 
that by nature their e2rnings are 
| moderate, but they | ad great ap- 
peal since they would hold up in 
depression periods. With imvest- 
|ment accent on capital gains, the 
| prospect seems brighier for tie 
industrial and trade equit es. 
Thus, the emphasis has si ted 
| and at the moment-utility equities 
eem to be out of favor as shown 


Mr. Tegen urged the abandon- 
ment of competitive bidding re- 
quscmems .0r pre.e rea and 


Office of the bank, Madison Ave- 
nue at 28th Street. Mr. Taylor 
will assist J. S. Everts, Vice- 
President in charge of that office, 
in the handling of the bank’s in- 
| ternational business in that area. 
Mr. Taylor was for many years 
with Bankers Trust Co. 
%* % * 


TITLE GUARANTEE AND TRUST COM- 
PANY OF NEW YORK 








of Bankers Trust Co. ef New York, 
has been named Chairman of the 
Board of Trustees of the Big 
Brother Movement of Greater 
New York, it was announced on 
April 25. He succeeded Archie O. 
Dawson of Dorr, Hammond, Hand 
& Dawson, who has served as 
Chairman of the board for the 
past 14 years. Earle S. Thompson, 
President, West Penn Electric Co., 
and Raymond Korndorfer, insur- 
ance executive of the Bronx, were 
re-elected Treasurer and Secretary 
respectively. Mr. McKinley, who 
has been associaed with the or- 


Apr. 12,48 Dec. 31,'47 


Total resources___ $55,030,589 $60,634,666 


Deposits ___._._.... 45,648,414 51,218,356 
Cash and due from 

Toe . 12,776,373 13,233,530 
U. S. Government 

Security holdings 20,209,316 24,239,751 
Loans & bills disct. 14,795,815 13,167,603 
Surplus and undi- 

vided profits____ 3,921,549 3,991,116 

%* * % 


LAWYERS TRUST COMPANY OF N. Y. 


Total resources___ $79,046,023 $84,856,144 





ganization for the past six years 
served last year as President of 
the Manhattan Borough group, and 
is eurrently. Chairman of the 
emergency campaign for $52,000 
which is being conducted to sup- 
plement gifts from regular con- 
tributors which have become in- 
sufficient because of rising costs. 

The Big Brother Movement be- 
gan in New York in 1904 and cur- 
rently comprises 911 active busi- 
ness and professional men who 
serve as “big brothers” to delin- 
quent or neglected boys in four 
boroughs — Manhattan, Bronx, 
Brooklyn, Queens. Through per- 
sonal assistance the men attempt 
to interest them in club activities, 
sports, handicrafts, and other hob- 
bies and provide vocational guid- | 
ance. The organization supports a | 
summer camp at Stillwater, N. J ea 
and maintains headquarters at 207 | 
Fourth Avenue, with branches in 
Bronx, Brooklyn and Queens. 

pe . 


% % 





At the Pan American dinner of | 
the Round Table Club, held at 
Hotel Bradford, in New York, on 
Wednesday evening, April 21, the 
principal speaker, Arthur S. Klee- 
man, who is President of Colenial 
Trust Co. of New York and a di- 
rector of The Bolivarian Society, 
spoke on the importance of aiding 
Latin American countries to 


Deposits _________ 172,737,266 78,505,601 
Cash and due from 

banks __.._.._____- 20,847,437 22,333,887 
U. S. Government 

Security holdings 42,732,062 45,068,398 
Loans & bills disct. 13,021,682 14,236,824 
Undivided profits__ 1,213,893 1,110,566 

* * % 


Irving Trust Company ef New 


York announces the election of | 5. : 
ice- , | Pittsburgh as a messenger in Feb- 
August Maffry as Vice-President. | ruagy, 1645. beceme-Aniunt Snes 


His prior connection was with the 
Export-Import Bank of Washing- 
ton where he served as Vice-Pres- 
ident and Economic Advisor. Mr. 
Maffry received his A.B., M.A.. 
and Ph.D. at the University of 
Missouri, with part of his grad- 
uate work done in Germany and 
France. For over 10 years he was 
connected with the U. S. Depart- 
ment of Commerce, during which 
time he served with a number of 
important international commis- 
sions. As Vice-President and 
Economic Advisor of the Export- 
Import Bank he was in charge of 
the Bank’s economic staff and re- 


Apr. 12,48 Deé. 31,"47 | 


|sioner of Banking & Insurance to 
' become Executive Vice-President 
of the Trust Company ef New 
| Jersey, in Jersey City, was madc 
| known on April 22. According tc 
' the “Newark News” the move was 
disclosed that day by Governor 
Driscoll and Paul Bestor, Presi- 
dent of the trust company. Mr. 
Carey’s resignation is effective 
May 1. He had been with the 
Irving Trust Co. of New York un- 
til 1935, when he resigned as As- 
sistant Vice-President to take the 
Presidency of the Plainfield Na- 
tional Bank. In his new post in 
Trust Company of New Jersey, 
Mr. Carey wili succeed Arthur M. 
|Mueller, who remains a Vice- 


| President. 
| % % Bd 


| E. Donald Hayes, Vice-President 
'and Secretary of the Mellon Na- 
tienal Bank & Trust Co. of Pitts- 
| burgh, died on April 20. He was 
|51 years of age. In the Pittsburgh 
| “Post Gazette” of April 21 it was 
| stated: 
| “Mr, 
‘ploy of the Union Trust Co. of 


Hayes entered the em- 


retary in March, 1930, Secretary 
in 1935, and Vice-President and 
Secretary in 1936. At the time oi 
tne merger of the Union ‘Trust Co 
with Mellon National Bank i1 
September, 1946, he was electec 
Vice-President and Secretary. / 
specialist in corporate trust work 
Mr. Hayes served on various com 
mittees of the Corporate Trus 
Division, American Bankers’ As- 
sociation.” 
mR 5 i 

The election of Charles M. Mil- 
ler as Executive Vice-President o 
the Provident Savings Bank o 


Of the total financing, only $70C | common stock issues. “I therefore 
million securities (17%) werc|urge upon the SEC that it pub- 
purchased by individuals; 73% |licly announce abardonment of 
were bought by the life insur-|the requirements of competitive 
ance companies, and only 0.4 of; bidding as to preferred and com- 
1% by commercial and savings; mon stocks, or in the alternativ2 
banks. |give the industry an opportunity 
In the first quarter of 1948, the to present its objections In a pub- 
‘otal financing of the electric util-| lic hearing. I am convinced that 
ities amounted to $305 millien, of to do this would be a matter of 
which 83.3% was in bonds, 8.5% | regulatory statesmanship and that 
in preferred stock and 8.2% in| no one single thing will have such 
common stock. |beneficial effeet on the utility 
Commenting on common stock preferred and common market.” 
finaneing for construction, esti-| George D.. Woods, Vice-Presi- 
mated at about $600 million over | dent of First Boston Corp., in a 
the next four and a-half years for) recent talk before a gathering ai 
the electric utilities, Mr. Tegen) utility executives at Boca Raton, 
stated: “This piece is more impor-| also condemned the use of com- 
tant than the size would indicate.| petitive bidding under present 
It is the piece that makes the sale} market conditions, especially . for 
of bonds and preferred stocks; preferred and common stock is- 
possible—a breakdown:here could: sues of utility companies. Many 
very well mean a breakdown of) preferred stock issues have failed 
the entire program. That is why to attract bids during the past 
adequate eainings are impo:tant—) year, or have proven difficult to 
emembering that utility equities! sell despite a sharp increase in 
compete with all other equ:ties— dividend rates on these. issues. 
and the earnings of other equitie: | Mr. Woods advocated a chaangé in 
aave never been so high. I am the system.so that sales could be 
zonvinced that, fundamentally, made over a period of time by 
nothing adverse has happeaed t groups of local banking houses, 
the utilities but their earninzs|witheut underwritings. _Leader- 
suffer by comparison wita tce| ship would be furnished by large 
gains made by industrial earnings.}investment houses which wouid 
“Earnings for eleetric ut.lits | vestigate the issue, prepare seil- 
equities have improved in recent! ing literature, etc. 








SPELT Vee : in 
xport-Import Bank Sets Up Japanese Gredit 
Participates with group of commercial banks to extent of $29 
million in $60 million revolving credit 

The Board of Directors of the Export-Import Bank of Washing- 
ton on April 21 authorized participation to the extent of $29,000,000 
by the Bank with a group of commercial banks in a $60,000,000 re- 
volving credit in favor of the Occupied Japan Export-Import Revolv- 
ing Fund to finance the purchase*®—— - — 





broaden their markets for their 
natural products, as a means of | 
creating dollar exchange, the sub-| 
ject of Mr. Kleeman’s address was | 
“Don’t Leave It All to the Gov-| 
ernment!” At the dinner each 


lady received an orchid brought 
by Linea Aeropostal Venezolano, |McLaren & Sons Co., stone-cutting | Robert L. Fisher was elected As- 


the Venezuelan air line—the trans-| 
porting plane taking 
Caracas just eight hours before 
the guests were to gather. Honored 
guests were Dr. Amanda Labarca, | 
Head of Women’s Activities of the | 
United Nations, Mrs. Rita Halle| 
Kleeman, Mrs. William Dick Spor- | 
borg, U. S. Delegate to UNESCO, 
Mrs) Vera Beggs, Mrs. Kenneth S. | 
Strayer, President of New York | 
State Federation of Women’s 





off from) 


Baltimore, Md., and as a directo: 
of the institution, was announcec 
, on April 21. At the same time the 
James R. McLaren, President, | girectors at their annual meeting 
and a trustee of the Kings County | gjected George H. French to the 
Savings Bank of Brooklyn, N. Y.,'pank’s board. Mr. French is Pres- 
died of a heart attack on April 23.| jgent of the Maryland Drydock 
He was 67 years of age. In report-|Cg 4 is also learned from the 
Boke, «nclLaren's death the| Baltimore “Sun” of April 22 that 
Pvp Eagle” of April 24 sald | Mr. Miller joined the. Provident 
+ ’ , |Savings Bank in February, 1946. 
lg pay near nag = nes ~ as Assistant to the President, anc 
in 1944 ys mgt ce ang Boat *| was elected a Vice-President at 
ber of the bank’s board of direc- the enamel ae 9 g —_ silane 
tors in 1928 and to the bank’s| ‘The board of directors of The 


finance committee in 1936. Later 
he was elected a Vice-President.| Northern Tiust Co. of Chicago 
From 1934 to 1936 he served on/ announced on April 20 two staff 
the bank examining committee.” | changes. Norman McClave was 
The same item stated: promoted from Assistant Secretary 
to Second Vice-President, and 


sponsible for its loan negotiations. 


Bo Eo 





“A native Brooklynite, Mr. Mc- 
Laren was head of the James R. 





Sum for many years, and was a| sistant Secretary. Both are officers 
ormer President of the Greater | in the trust department. Mr 


New York Cut St “Tag? 
Aswociation ee pone Contractors | wcciave joined the bank in 1934 


mintigecn & 'in the Messenger Division follow- 


Ralph M. Binney has been/|ing graduation from Princeton 
pamed Wieer#resident of the First | University. Mr. Fisher became 
National Bank of Boston accord- | : ith th i 
ow te the” Mbeton “aera of | 28sociated with the bank in 1941 
April 23, which states that he was | following ‘ 13 rents mies ieanie 
formerly Vice-President in the|Wwith banking and insurance. 


and exportation to Japan of United 
States cotton, including cotton 
linters and waste. The credit will 
not become operative until the 
agreement has been executed both 
in the United States and in Japan. 


Establishment of the credit re- 
sulted from discussions between 
the Department of the Army 
Washington, D. C., acting on be- 
half of The Supreme Commander 
for the Allied Powers -(SCAP) 
and commercial banks of which 
have branch offices in Japan. 


The Occupied Japan Export-| 
Import Revolving Fund was es-| 
tablished by The Supreme Com-) 





mander for the Allied Powers) 


viding a credit base and a means 
for financing, primarily on a self- 
liquidating basis, Japanese im- 
ports and exports of commodities 
and services which are required 
‘or the achievement of the objec- 
tives and policies of the Occupa- 


to The Fund and its Controller 
gold valued at approximately 
U. S. $104 000,000, silver valued 
at approximately U. S. $18,000,000 
and cash U. S. $378,000. 


The cotton to be financed under 





foreign division. Frederick C.| (Continued on page 37) 





the credit will be purchased by 





(SCAP) for the purpose of pro-'| 


means of bank letters of credit, 
opened upon application of the 
Controller of The Fund in favor 
of U.S. cotton shippers. The Con- 
troller may furnish notes matur- 
ing from 30 days to 10 months 
from the dates of payment of ship- 
pers’ sight drafts with imterest 
payable at rates varying from 
242% to 34%% per annum. : 
It is expected that 40% of the 
textiles processed from the cotton 
financed under the credit will be 
consumed in Japan and that the 
remaining 60% will be sold in the 
customary prewar Japanese ex- 
port. markets for dollars or cur- 
rencies convertible into dollars. 
The Supreme Commander for 
the Allied Powers (SCAP) con- 
siders that this cotton finaneing 


program will be ot major assist- 


‘ance in furthering the rehabilita- 


tion, and accordingly transferred | 


tion of the Japanese cotton textile 
industry, an important element in 
the Japanese economy, not only 
in the employment of labor but 
also the prevention of disease, un+ 
rest, etc. The credit, no doubt, 


will constitute an important step 


forward in restoring Japan to a 
self-sustaining basis. 
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Western Germany: Portent of 
Europe’s Economic Future 


(Continued from first page) 


the three western zones of Ger- 
many. 

Since 1945, German unity in the 
political sense has ceased to exist 
and no good can come from fur- 
ther ignoring this brutal and ugly 
fact. It can now exist only as a 
cultural and moral ideal for the 
Germans and as a political aim 
for the future. In that sense the 
door certainly ought to be left 
open, but that can hardly mean 
more than a standing inv:tation 
tq the Russians to join the liberal 
part of Germany by submitting to 
her principles and—wuat is more 
practical—a_ policy in Western 
Germany which makes it in- 
creasingly more difficult for the 
Russians to suppress the desire of 
the Eastern Germans to 
that standing invitation. 


It may be safely assumed also 
that the enormous political impli- 
cations of this political and eco- 
nomic reform of Western Ger- 
many are now widely understood. 
It is being recognized as unreal- 
istic and anachronistic to persist 
im worrying about Germany as 
the potential new aggressor. The 
only question is whether this cen- 
tral country of Europe will be a 
bridge or a dam: a bridge for the 
invasion of Western Europe or a 
dam against it. Whether it will 
be finally the one or the other 
depends on whether the Western 
powers succeed or not in resusci- 
tating the paralyzed economy of 
their proper zones and in thus 
giving a convincing example to 
the East. 

Almost three years ago, I wrote 
in'the first Swiss edition of my 
book, “The Solution of the Ger- 
man Problem,” that it would be 
the unwavering policy of the 
Russians to infiltrate by all pos- 
sible means into Western Ger- 
many and, by extending their 
influence over that territory, to 
establish themselves as masters of 


Europe. In order to forestall! this, 
I said that Western Germany 
should be organized politically 


and economically in such a way 


aS to make her part of a large. 


Western Union. Many people did 
not understand me at that time 
and I remember that the London 


“Times” rebuked me gently for’ 


my russophobia. But, today, 
everyone can see that this course 
has become almost inevitable and 
the first steps have already been 
taken in this direction. 

‘Such a reconstruction of West- 
ern Germany with her economic 
and political integration into a 
Western Union is, of course, com- 
patible with all imaginable meas- 
ures of security, including a 
special status for the Ruhr district 
and the holding of large forces 
of the Western powers on German 
ground. But, on the other hand, 
it seems ridiculous to think of the 
economic reconstruction of 


accept. 


Western Europe, and to spend for. 


it good American dollars, if the 
largest single’ industrial district 
of Continental Europe, i.e., West- 
ern Germany, will not be made 
an essential part of the program 
of recovery—and if 
right steps will not be taken to 
lead her to economic recovery. 


Western Germany and the 
Network of European Trade 


It cannot be too strongly em- 
Phasized that the success of the 
program of European recovery 
depends not oniy on a sounder 
economic policy of the various 
countries and on a better co- 
ord:nation of their national econ- 
omies but also on the re-integra- 
tion of Germany (which, for the 
time being, means, unfortunately, 
merely Western Geramny) in the 
network of European trade. It has 
hecome all too obvious in recent 
months that the practical disap- 
pearance of Germany as a big 
buyer and seller is at the root of 
many of exactly those economic 


there the, 





| 


troubles in Europe which the’ 
ERP is going to remedy. The! 
elimination of Germany means | 
that in this complex network of | 
Europe one of the essential | 
meshes has been cut so that what 
we have now resembles very | 


much a disorderly heap of dis- | 
connected threads. What is vul-| 


garly being called “the crisis of | 
the balance of payments” of this 


or that European country or, even | 
more vulgarly, the “dollar short- | 


‘oe,’ reveals itself more often} 
than not as the unsuspected ef-| 
tect of this economic disintegra- | 
tion of Europe brought about by | 
the destruction of the German | 


link. The external economic dif- | 


ficulties of Sweden, for instanee, | 


are not all due to a foolish and 
doctrinaire economic policy of a/| 
socialist governnent. It would) 
be unfair to overlook what it 
meant for this country. to be cut 
off from its very close economic | 
connection with Germany and to | 
be forced to adjust its foreign | 
trade and its internal production | 
to a world economy without Ger- | 
many. Even more eloquent per- 
haps is the economic situation in 
Italy for which Germany has al- 
ways been such an extremely 
mportant market for selling her 
agricultural products and _ for 
buying her coal or steel that she | 
finds it extremely difficult to get | 
on her own feet again. If Italy| 


has to be kept afloat by good} 
American dollars just as weH as) 


Germany, the economic paralysis | 


of Germany and the disconnection | 
of Italo-German trade are heavily | 


responsible for this. 


fo the United States is paying; 


for the consequences of the Ger- 


but also in Italy and elsewhere | 
As a matter of fact, | 


in Europe. 
the Allied authorities in Germany 
have been blocking now for al- 
most three years the resumption 
of trade between Italy and Ger-| 
many, and recently tie Italo-| 
German Chamber of Commerce at | 
Milan had to admit that so fat | 
practically none of its 500 mem- | 
bers has been able to cope with | 
the difficulties created by Allied | 
bureaucracy in Germany. Here 
is certainly one of the strategic 
points for any success of the ERP. | 
European economic recovery 
means to a very large extent to 
repair the torn network of Euro- 
pean trade by taking un the big 
German mesh, even if, for the} 
time being, this can only mean | 
the economic reintegration of | 
Western Germany. 


j 


The Economic Agony of 
Western Germany 


After the economic paralysis of | 
Western Germany and its causes | 
have been explained often enough 
it would be tedious to go into this 
matter again. What must be em- 
nhasized today, however, is the 
fact that, in the meantime, . the 
bankruptcy of the system of bu- 
reaucratic planning and repressed 


inflation as practiced in Germany | set-on its production, but the offi- _and rates must be allowed which, 
has become complete and that it+cial prices mean that practically | to a very large extent, will re- 


has led to a situation which is as 
grotesque as it is utterly unten- 
able. Only a modern Swift could 
do justice to the consequences of 
this breakdown of the most 
thorough collectivist system ever 
carried through in a highly ad- 
vanced industrial country. The 
planning authorities have become 
so helpless that one is tempted 
irreverently to compare them to 
circus clowns who, with comic 
seriousness. are lifting card- 
board weights. 

It is indeed difficult to resist 
this temptation if one hears that 
the planning authorities have been 
able to “distribute” in 1947 for 
the whole population of a large 
town one single handkerchief 
which the mayor had the good 
humor to hand to the municipal 
museum as a memory for future 





|much more than his French or | 


cated about the officials of a) 
large country of Western Ger- 
many who can justify their pay 
by the great achievement of hav- 
ing “distributed” during 1947 four 
sewing-machines among a total 
population of many millions. Not 
so long ago the minister of jus- 
tice of one of these German States | 
told me that the persons impris- | 





oned for dealings on the black \ 


market get extra rations with the 
official explanation that these 
poor devils, for the time of their 
stretch, are unable to supplement 
their rations on the black market. 

Some months ago, as a final | 
desperate measure, the Frankfurt 
authorities tried to deal with the 
catastrophe of food rationing by 
sending out new questionnaires to 
all households in order to hunt 
for hidden reserves in the private 
pantries. The joke was so cruel 
that only an infinitesimal fraction 
of these forms has been sent back | 
to the authorities; even the docile 
German finally draws a line. In 
this connection also, one cannot 
mention too often recent trust- 
worthy statistics according to 
whieh, in an important part of 
the American zone (Wurt‘en-| 
berg-Baden), the monthly con- 
sumption of paper by bureaucracy 
has been about 1,000 metric tons 
while newspapers got 32. books 70, 
and periodicals 500. These tons 
of paper are symbolical of the 
way in which the economic life in 
Western Germany is being suffo- 





“On this océasion, it will not be | 
necessary to point out why it is) 
both foolish and futile to make 
the German farmer the scapegoat | 
of the bankruptcy of the collec- 
tivist policy in Germany. Since 
he is no more a saint than the 
rest of us in all countries and 
trades, we can hardly expect him 


ag - ‘to sell forever his products at 
man muddle not only in Germany, | official prices which not only. 


mean that he is practically giv-| 


ing them away, but also that he 


‘cannot go on producing them 
‘since he cannot buy with this 
| paper money 


what he needs on 
his farm. The German farmer is | 
in the same position as al] others | 
who are compelled to sell their 
labor or products at the official | 
prices: he finds that it does not| 
pay. When we consider that in| 
Germany today the official prices | 
for farm products are much more | 
below a fair return than in any | 
other country, including Soviet) 
_Russia, it appears a marvel that 
| the German farmer is still selling 
so much at the official prices. 


Italian colleague. 

Instead of demanding from him 
the impossible it seems more 
fruitful to realize the utter ab- 
surdity of an economic system 
which, by forcing the producers | 
of the most needed commodities | 
to sel] them at the lowest possible | 
prices, puts a premium on not) 
producing them. It is an absurd- | 
ity characterizing every system of | 
“repressed inflation’ with its 
scale of fixed prices, but its utter 
climax has been reached in Ger- 








ar Food is ‘so scarce and es- 


sential that a premium should be 


it must be given away for noth- 
ing. Next in importance comes 
lodging, but in Germany, if you 


tically for nothing. But a ladv’s 
hat may be freely sold at the 
equivalent of more than one ton 
of wheat. 

That is the way in which the 
economy of Western Germany is 
being “steered” today by collec- 
tivist bureaucracy and by a mone- 


gone to pieces. It is an economy 
which is practically without order 
and without incentives. The re- 
suit is: Too little is produced, and 
the little which is produced is 
largely not what, in a rational 
economic order, would have been 


that quantity; and, finally, this 
little which is produced is even 





' : | : 

generations of the age of plan- largely used in the wrong way. 
| ning. ‘This story is on a par with | That is why—in Germany as in 
}another equally well authenti-| many other European countries, 


like Great Britain—figures of to- 
tal national production give a 
much too favorable idea, and that 
is why in Germany, behind the 
facade of some increase of indus- 
trial production, economic paraly- 
sis and human misery persist. 


The Inevitable Reform and 
Its Pitfalls 


What we observe in Germany 
now. is the very end of a disas- 
trous economic policy and after 
so much time has been lost only 
the most desperate efforts can 
save the wreck of the economy of 
Western Germany. It will not 
only be a last hour’s rescue, but 
the danger is very real that even 
now wrong steps will be taken in 
carrying through the economic 
reform which everybody recog- 
nizes as inevitable. There is good 
reason to warn against three main 


| pitfalls. 


The first of these concerns the 
monetary reform which every ex- 
pert, Allied or German, has come 
to consider as the essential condi- 
tion of economic recovery. Here 
the danger is that the monetary 
reform — the famous “cut” in the 
value of the mark —might be 
used, like the Marshall Plan, for 
the sole purpose of refloating the 
stranded ship of collectivism. The 
real sense of the monetary re- 
form, however, is to make pos- 
sible again the working of a free 
system of prices, wages, rates of 
rents and interest and exchange 
rates and thus to restore order 
and incentive which planning has 
been proved utterly unable to 


provide. 
In order to do this, three| 
courses seem to be open. Either 


we allow. with a number of safe- | 


guards and transitory measures 
prices and exchange rates to find 
their natural leyel, which means 
that we turn the repressed infla- 
tion into an open one as in Italy 
and France. Or we deflate the 
German currency exactly to such 
an extent that the present wrong 
prices and rates become “right” 
so that they can be left free. Or 
we follow the Hungarian example 
and abandon the mark currency 
in favor of an entirely new one 
which will be brought into direct 


relation with the dollar and gold. | 


Most debates around monetary 
reform in Germany have so far 


centered around the second 
course. It is more and more being 
realized, however, that, in the 


conceal the fact that what budget 
equilibrium there is in Ger- 
many today is due to a system of 
taxation which is perhaps the 
most oppressive in the world to- 
day and which all agree to be 
simply incompatible with any pol- 
icy of economic recovery because 
it punishes industry, . initiative 
and economy in the most deter- 
rent manner. 


When the Allies created this 
system after the war there must 
have been muen rejoicing in Mos- 
cow because it is the flat denial 
of the system of free enterprise. 
Now if it is already difficult 
enough to preserve the budgetary 
balance today with the aid of this 
anti-economic tax system, and if 
it is clear that the restoration of 
incentives as the prerequisite of 
economic recovery in Germany 
demands a substantial scaling- 
down of this taxation, timely pro- 
vision must be made for a budget 
equilibrium to be possible, after 
the reform, in spite of the inevi- 
table reductions in taxation and in 
spite of some indispensable in- 
crease of the aid for the un- 
employed who must be expected 
to increase after the reform. 


It must be obvious that the 
problem will be insoluble with- 
out a drastic deflation of govern- 
mental expenditure in Germany, 
which means the drastic deflation 
of bureaucracy, German and Al- 
lied, and the reconversion of the 
surplus of governmental person- 
nel into productive workers. 

Unfortunately, instead of de- 
creasing, bureaucracy in Germany 
is still increasing. This leads me 
to my last point of warning, and 
here I would like to be most em- 
phatic. For 15 years the real 
| curse of the German economy has 
been dutarchy, exchange control 
jand state monopoly of foreign 
|\trade. To make an end of this 
| system and to let in the fresh air 
| of the outside world into the 
stuffy German parlor is a goal 
to be set on top of any program 
| of economic recovery and political 
education in Germany. Free 

trade, free exchange markets, pri- 
vate foreign trade liberated from 
the fetters of bureaucracy, free 
| travels abroad for the German 
businessman-—I know nothing 
which would be more desirable 
and more urgent in Western Ger- 
many, nothing which would, at 
the same time, work more favor- 
ably on the German mind and to 
win it definitely for the West. It 
is all the more regrettable that 








just the opposite is happening. 
Instead of applying the principle 
of free enterprise and economic 


absence of a free gold and ex- 
change market in Germany, it is 
impossible to find the “right” rate 


'1:20 or what else). 


of the cut (whether 1:10 or 
Since every 
chosen rate of deflation will be 
absolutely arbitrary the likeliest 
thing to happen is that even after 
this monetary reform the “right,” 
i.e., the free and natural, prices 
and rates will be very different 
from the present ones, a fact 
which will be used by the heavy 
vested interests of collectivism as 
a pretext for going on with their 


liberty to foreign trade, the Joint 
Export and Import Agency 
(JEIA) at Frankfurt is growing 
into the most formidable bureauc- 
racy one can imagine and devel- 
oping a system of state monopoly 
of foreign trade which far exceeds 
the National Socialist model and 
which, in scope and thoroughness, 
seems to be surpassed only by the 
Russian system of state trading. 
It is most regrettable of all that 


have a room, you live there prac- | 


tary system which has completely | 


produced at all or not in this or | 


this is happening under American 
leadership. Anybody knowing 
and appreciating the ideals for 
which the United States, true to 
their great tradition, stand today 
in the world must be extremely 
puzzled by the fact, much com- 
mented on in Europe, that pre- 
cisely in that part of Europe 
where they are practically the 
rulers, i.e.. in Western Germany, 
the Americans are, by a formid- 
able bureaucracy, keeping and 
even further developing a col- 
lectivist system which is surpassed 
only by the Russian. Those in 
| Europe who share the American 
ideals refuse to believe that this 
paradox will be tolerated much 
longer. 


‘system of ordered prices and 
‘rates. The second c@urse, there- 
fore, can be envisaged only if it 
'is made clear that even after the 
‘cut heavy adjustments of prices 


'flect the degree in which the in- 
'flationary surplus of money has 
'not been mopped up by the cut. 

It is interesting to note that in 
|Germany the number of those ex- 
perts increases who, impressed by 
‘the foregoing considerations, 
favor a solution of the third type, 
‘ice., the creation of a new money 
system brought into a definite 
‘relationship to the dollar and gold. 


Vicious Taxation Policies 


The second point I want to 
make is this. Many observers of | 
‘the German situation have found | 
reason for ae onlay . Sy (Special to THe FiInancraL CHRONICLE) 
fact that, in the absence of sub- 

stantial budget deficits of the | ST. LOUIS, MO.—Charles DeF. 

_German states, there is no notable | Evans is now with Slayton & Co., 
‘increase of the volume of money. Inc., 408 Olive Street. In the past 
‘The modicum of truth in this|he was with Bankers Bond & 
statement, however, must not Securities Co. 
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s We See It 


(Continued from first page) 

appear to Russia, and, for that matter, to many people 
in many countries where we are strenuously endeavor- 
ing to compete with Russia for influence if nothing else. 
We are much too inclined to say that we have no 1m- 
perialistic ambitions, and let it go at that — apparently 
on the assumption that other peoples (long accustomed 
to observing the type of policy and the lines of action 
we are now taking linked, not with unselfish or even 
indirectly selfish desire for world stability and peace, 
but with designs upon the freedom and property of 
others) will without further ado consider us sui generis 
in world history, and accordingly without guile. 































Asking a Good Deal 

This seems to us to be asking a good deal of the world. 
{c¢ is true, in a sense, that our interest in Europe as judged 
by the conventional tenets of world politics appears to be 
out of place. We, a relatively young, industrialized but still 
not fully developed country, could scarcely harbor any de- 
sire to “conquer,” “subjugate,” or ‘exploit’ the older, in- 
custrialized, overpopulated regions of Europe. Whatever 
may be the shortcomings of European economies or European 
politics or European peoples in the past, Europe, according 
to the usual standards, is certainly not fertile ground for 
“investment,” “development” and ‘“‘exploitation.”” Only on 
the theory that we regard it necessary to limit or restrict 
Fussian power and influence in Europe in order to protect 
)ur imperialistic interests in other sections of the globe can 
cur course as respects that Continent be readily explained 
ia terms of the ordinary tenets of world politics — unless, 
indeed, the assumption is made that we fear direct attack 
upon our own shores by Russia without conflict of interest 
cutside Europe, which seems a little far-fetched. 


But the world is wide, and we are active in many 
parts of it. Our development of bases off our shores in 
the Atlantic, and in the Pacific as far away as the Ha- 
waiian Islands may, we suppose, be easily accepted as 
merely “defensive” in an uncertain world. Somewhat 
the same is true of such outposts as Alaska and the Aleu- 
tians — and possibly in the North Atlantic. According 
to the theory that we have been developing of fighting 
all wars on the other side of the globe, and in the view 
of American citizens who have become saturated with 
this idea, it may appear a natural course of events for us 
to develop and maintain bases strung out from Pearl 
Harbor south and west until they almost touch the 
shores of Asia and dominate a large section of the 
southwest Pacific. 












How Must We Appear? 


But how must these things appear to the Asiatic with 
centuries of western exploitation behind him? Suppose we 
ask ourselves just how we should view the possession by 
some dominating sea power of bases among our own West 
[ndies, in South or Central America, in the Azores, along 
the northwest coast of Africa, in Greenland, in Iceland, in 

. Newfoundland, on some of the islands off the Panama Canal, 
‘n Alaska, or any of the other areas as close to us and as 
strategically important to us as some of these bases we insist 
upon maintaining are to Asia or even Europe. Should we 
be ready without misgivings to accept disavowals of impe- 
vialistic intentions? We must not permit ourselves to forget, 
whatever our intentions, that we still have a navy stronger 
than the combined navies of the rest of the world; that we 
















bombs; and that in many other respects we are the most 
formidable military power on the globe. “It would be quite 
unreasonable to expect all other peoples to regard us as the 
one nation in history which despite all this is and will remain 
without territorial and other international ambitions. 







There are at least two reasons why foreigners can 
be excused for suspecting us. One of them is the obvious 
fact — whether wise or not is not here under discussion 
—that we intend through our relief grants, our gifts of 
various other sorts, and our diplomatic maneuvering to 
have a strong voice in European affairs. Of course, it is 
merely silly to say, as a few insist upon doing, that we 
have not “played” or are not “playing” politics with 
“relief and reconstruction.” It may well be that we are 
really only trying to save Europe from Russian dom- 
ination as a matter of ultimate self-protection — but 
there can be no doubt that a good deal of maneuvering 
has taken place for the purpose of influencing purely 
domestic policies. We have very definitely been inter- 

4 fering in the internal affairs of a number of countries. 
If we have done so merely in an effort to combat the 
effect of similar policies by Russia, that does not alter 















have a stockpile — how large no one knows — of atomic. 


the fact that we have followed such a course — and that 
fact alone tends to take the edge off our protests of dis- 


interestedness. 


Underwriting Empire 
Another circumstance which definitely tends to reduce 
the force of our claim of disinterestedness is the fact that 
we have in fact if not in word permitted ourselves to become 
a sort of underwriter of the British Empire, or of such parts | 
of it as the London authorities are ready to undertake to 
hold on to. That, more or less obviously, is what our course 
in World War I came down to, and it is quite plainly our 
role in World War II. Whatever the official proclamations 
on the subject, or lack of them, it is a fact that we have 
repeatedly taken courses which had as their obvious objec- 
tive the preservation of some of the “‘life-lines” of that Em- 
pire. It is almost taken for granted in most public quarters 
that our future safety depends upon keeping Britain afloat, 
which is about the same thing as maintaining the Empire. 
Now. of course, Britain has never been without internationai 
ambitions, and is not now without them. 
If only we could stand off for an hour or so and look 
at ourselves through other peoples’ eyes, it would help 


a good deal. 


Posiwar I and Il Conditions— 
A Comparsion 


(Continued from first page) 


dropped, taxes were reduced and 
preparations made for serious un- 
employment. However, the ad- 
justments were made more quick- 
ly and more easily than the most 
optimistic believed possible and 
unemployment failed to develop. 
Some of the wartime controls 


were dropped too quickly in the 


light of price rises that promptly 
developed. 


Two Opposite Views 


There were and there continued 
to be two schools of thought. One 
believed that ihe postwar pattein 
oi our economy after World War 
II would follow the pattern after 
World War I. They generally pre- 
dicted that the country would suf- 
fer a serious recession, commenc- 
ing in the spring of 1947. Even 
when this did not happen, they 

' became more certain after the 
break in the commodity markets 
in February, 1948. 

Another school of thought be- 

lieved that World War II had been 
so different from any of its pred- 
ecessors that it was likely to be 
followed by an entirely different 
' sequence of economic events than 
had sollowed World Wa: I. They 
point to such disturbing world 
events as the recent communist 
coup in Czechoslovakia and the 
militant drive of communism 
throughout the world. Thought 
today, both among economists and 
practical businessmen, is still 
osciliating between these two 
points of view. I believe that— 
as is so often the case in the real 
world—the truth lies somewhere 
between the two extremes. Jusi 
where this mean may be is a ques- 
tion of utmost significance for 
practical businessmen. 

I do not pretend that I have the 


| peace. 


answer to this question which is! 


so much in every pusinessman’s 
mind. But, in order to give you 
the benefits of nfy own thoughts 
/on the subject. I would like to 
| take you on a short tour of the 
-economic situation and of the in- 
| ternational political situation, 
|pointing out some _ respects in 
|'whiecl, the current situation re- 
'sembies that of 1919-1920 and in 
‘What respects in diifers from it. 
| Tt have selected the period after 
_ World War I that most nearly 
| compares with the present. 


The International Situation 

| Les us start with the inierna- 
| tional political situation. I do this, 
not because I have any new con- 
tribution to make in this field; 


the rele of government in 


but hecause, in my opinion, events | 


in the imernational field will, 


what happens to domestic busi- | 


| spain than any others, determine 
| 


| ness, 
| The communists nave for years 


preached the economic interpre- 
tation of history. They have told 
us for generations tnat economic 
events determine political events. 
That is what they say. But, in 
the course of two or three ycars 
of concentrated action, iney have 
done an extremely effective job 
of teaching us just the reverse. 

As far as today’s march of 
events is concerned, world poli- 
tics determine world economics, 
and not the reverse. 

There is no economic reason 
why the world should not be at’ 
There is no economic rea- | 
soh why we should nave to spend 
fifteen billion, or ten billion, or 
even a billion dollaivs a year for 
naticnal defense. These is no eco- 
nomie reason why Russia should 
spend a far larger share of her'! 
national product than we do for 
this same purpose. The reasons 
are entirely political; they are 
based solely upon the insatiable 
desire of the Soviet Government 
for world domination. 

The drive behind this desire is 
the great unknown in the domes- 
tic business situation. If this drive 
for world domination is so strong 
as to put and to keep the United 
States On a quasi-war basis, all 
comparisons with the post-World 
War | sequence of economic events 
are pointless. 

It is under the shadow of this 
great doubt that we proceed wiih 
a comparison of tie economic 
situation now and in 1929, and an 
anatysis of the present-day sig- 
nificance of the post-World War 
1 pattern. 

That I find it worthwhile to 
proceed with this analysis at all, 
and that—I hope—you find it 
worthwhile to follow me in it, 
are tributes to our faith that or- 
dinary everycay common sense 
will triumph, even over the in- 
tricate dogmas of communism; 
and that the men in the seats of 
authority in Russia will ultimate- 
ly find it more worthwhile to’ 
build up their own system than to 
trv io tear down ours. 





Role of Government in the 
Economy 


And so we proceed with our 
economic tour. Back in oui own 
home waters, the first scene which | 
it seems worthwhile to survey is 
our 
economy. In the calendar year 
1520, the total expenditures of tne 
Federal Government were equal 
to only 6% of the national prod- 
uct. For the calencar year 1947, | 
the curresponding percentage was | 
18%. Part of the explanation of| 
the high 1947 figure is, of course, | 
the .unsettled international situa- 
tion: but a great many large gov- 


ernment expenditures are here to 
stay, irrespective of events 
abroad. 

This expansion in the role of 
government is an important fac- 
tor in our economy today that 
existed only to a mitwr degree in 
1920. A further expansion could 
make our system less productive, 
more rigid, and less adaptable to 
new wants. But, looking ahead 
over the next tew vears, it is ap- 
parent that the greater role of 
government in the economy today 
—and the stable, and even anti- 
cyclical, character of government 
operations—is evidence on the 
side of expecting a more stable 
level of business activity in the 
year; ahead than was the case in 
the years which followed 1920. 

This greater role of goverament 
weizhs heavily on our interpre- 
tation of many other economic se- 
ries. The Bureau of Labor Sta- 
tistics’ index of consumer prices 
has advanced about 68% from its 
1939 average, as compared with 
an advance of about 108% from 
the i914 average to June, 1920. 
The Bureau’s index of wholesale 
prices has advanced about 108% 
from its 1939 average, as com- 
pared with ai: advance of about 
145% from 1914 to June, 1920. 
Prices of industrial products have 
advanced much less than in World 
War I, but farm prices much mere 
—150% for the present period as 
compire’tt with 135% in the for- 
mer. We well remember that the 
cownturn in farm pyvices was one 
of the first signals of the 1920 
break. We had our memory jog- 
ged on this point iast February. 
But. here again, the role of gov- 
ernment enters in the form of 
support prices for agricultural 
products. Nineteen hundred and 
twenty can harly be expected to 
repeat itself here. 


Post-War Agricultural Situation 

In yet another respect, far re- 
moved from government interven- 
tion, the agricultural situation is 
now vastly different than it was 
in 1920. While the prices of farm 
real estate have acvancec even 
more rapidly during the past few 
years than during and after World 
War I—bv 102% from i939 to 
1948. as compared with /5% from 
1912 to 192U0—tthis rise is very dif- 
ferent in two particulars. First, 
the World War I rise came on top 
of a protracted rise in the pre- 
vious decade. The World War II 
rise. gn the other hand, has been 
largely a recovery from the de- 
pressed market of the 1930's. Sec- 
ond, and perhaps more important, 
the World War I rise was accom- 
panied by an increase of abvsut 
160% in farm mortgage debt, 
while the World War II rise has 
beer accompanied by a decrease 
of about 30% in such debt. 

Based on the same principles 
which a banker would us in read- 
ing the balance sheet of an indus- 
trial concern, agriculture is in a 
sound position today. The con- 
solidated balance sheet of all ag- 
ricultural enterprises in the United 
States as of Jan. 1, 1947, as esti- 
mated by the Department of Ag- 
riculture, shows total assets of 
about $111 billion and total lia- 
bilities of about $8 billion. There 
are no correspoding figures avail- 
able for the 1920 period, but we 
do know that farm mortgage debt 
has been cut in nalf during the 
last 25 years. 


Money Supply Factor 

Rcturning to the general sub- 
ject of commodity prices, one of 
the primary causes of the rise in 
prices which characterized both 
war periods was the great increase 
in the money supply. 

The money supply, defined as 
currency outside of banks plus 
adjusted demand deposi's, in- 
creased about 104% during the 
period from i914 to 1920, and 
about 230% in the period from 
1939 to 1948. Based on the in- 
crease in money supply alone, 
thercfore, one would have ex-~ 
pected a greater relative rise in 
commodity prices.in the second 
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war period than in the first. But, 
as I have already pointed out, the 
reverse is actually the case—the 
increase in both wholesale and 
consumer prices from 1939 to the 
prescnut time being less tnan that 
from 1914 to June, 1920. 

The difference in the money 
supply situation now and ia 1920 
is worth looking into further. 

In the first place, we have more 
money relative to our volume of 
business now than we did then. 
In 1920, we had about 27 cents in 
money supply for each dollar of 
the gross product; now, we have 
about 46 cents of money for each 
dollar of product. Businessmen 
and consumers alike want to play 
their cards closer to the chest than 
they did a generation ago. We 
like to have more money in the 
bank and more money in the 
till before we go ahead now than 
we did then. Whether or not this 
increase in the conservatism of the 
American people has been great 
enough to absorb the entire in- 
crease in the money supply, only 
time will tell. But it can pe said 
with reasonable certainty that to- 
day’s money supply goes much 
farther toward supporting and 
sustaining today’s prices than the 
1920 money supply went toward 
supporting 1920 prices. 

So much for the difference in 
the amount of the money supply 
now and in 1920. It is also very 
different in kind. 

In both wars the increase in 
money supply was brought about 
partly as a result of financing the 
Government deficit and partly as 
a result of financing an industrial 
expansion. But there is a big 
difference in the proportions. The 
expansion of the war industries in 
World War I was largely financed 
by the issuance of their own se- 
curities and by their own borrow- 
ing; whereas in World War II, it 
was financed principally by the 
Government. As a consequence, 
a much larger proportion of the 
money supply in 1920 was backed 
by the private loans and invest- 
ments of banks than is the case 
today. 

In 1920, private debt constituted 
30% of all debt, whereas today 
private debt is only 40% of all 
debt. 


In 1920, United States securi- 
ties accounted for only about 11% 
of the total loans and investments 
of all member banks; while today 
they account for nearly 60%. This 
means that the money supply— 
and the whole economy—is much 
less vulnerable today to the type 
of loan contraction which swept 
the country in 1920 and 1921 than 
at that time. 


The discussion of money supply 
brings us back again to one of our 
central themes in the comparison 
between now and _  1920—the 
changed role of Government. 


The Federal Reserve Ratio 


In June, 1920, the Federal Re- 
serve ratio was about 41% and the 
Federal Reserve authorities took 
it for granted that this required 
a drastic deflation in member 
bank borrowings — which then 
amounted to between $21 and $3 
billion. Today the Federal Re- 
serve gold ratio is about 51% and 
member bank borrowings are 
only $68 million. But, much more 
important, our whole attitude to- 
ward the significance of figures 
of this type has changed. 

It is no longer considered pronp- 
er or necessary to liquidate the 
economy because of a low or de- 
clining Federal Reserve ratio. If 
the ' economy were otherwise 
sound, a change in the reserve 
réquirements of the Federal Re- 
serve Banks by statute would be 
considered a more appropriate 
remedy. These requirements ac- 
tually were reduced from a figure 
of between 35% and 40%, depend- 
ing upon the relative amounts of 
currency and member bank re- 
serve deposits in the liabilities of 
the Federal Reserve Banks — to 


25%, irrespective of these propor- ., 
when the | 
it ' 


tions—in June, 1945, 
war was still going on and 


| World War 


seemed that the old ratio might 
be violated. 

Next to the change in the inter- 
national situation, this changed 
attitude with respect to the role 
of government in our economy is 


probebly the greatest change be- | 


tween 1920 and now. The country 


now expecis the government to! 


sit on the high side of the boat, 
and government now undertakes 
to keep the boat steady—with 
varying success, 


Cerporate Prefits 


The next point on our tour is 
corporate profits. 
The Treasury Department has 


estimated, in its testimony before | 


Congressiorial committees, that in 
the calendar year 1947 corporate 
profits after taxes amounted 
about $19 b/llion. 
crease over 1939 of a little over 
200%. 

In 1919—the best profit year in 


to | 
This is an in-'| 


the period immediately following | 


I—corporate profits 
after taxes amounted to about $6 
billion, an increase as compared 
with 1914 of only about 60%. 

The economy has so grown dur- 


ing the intervening period thai 
a comparison of dollar profits 


now and then is almost mean-ng- 
less. But there is one pair of 
figures that sticks in my mind. In 
1919, corporate profits after taxes 
amounted to 8.lc for every doliar 
of the gross national product: in 
1947, the corresponding prepor- 
tion was 8.2c for every duliar of 
product. 

The amazing similarity in the 
proportion of the national product 
represented by corporate prof:ts 
in those two good years—28 years 
apart—is a fact to be conjured 


Pad 


e 


with. It is equally sobering to 
those who say that corporate 


profits have run off the track in 
their excessiveness and to those 
who say that the “good old days” 
have gone forever. 

However, in 1921, net corporate 
profits disappeared completely. 
The fact is. of course, 
porate profits are one of the most 
flexible elements in our economy 
and must be expected to be high 
in good years and low in poor 
ones, both in absolute amount an‘ 
as a proportion of the total prod- 
uct. 

Corporate profits are, of course, 


' vulnerable at the 


that cor-| 


much higher in some lines than in | 


others. A tabulation published by 
The National Citv Bank of New 
York. in its Anril Review of Eco- 
nomie Conditions. shows 
3.102 leading corporations in all 
lines of activity earned an aver- 
age return of 12.2% on their net 
worth in 1947. Of the 70 lines of 
activity for which the bank made 


that | 


separate compilations, the highest | 


return on net worth was in the 
cotton goods industry where this 
return was 36.1%. 

I have said that corporate prof- 
its are one of the most flex -ble 
elements in the economy and 
profits in the cotton textile in- 
dustry are more flexible than 
most: but there are some who 
think this is carrving flexibility a 
little too far. The cotton textile 


industrv has had more than its 
share of boom and bust—profits 
in cotton gooces manufacturing 
fell bv about 87% between 1919 


and 1921—and it mav well be a 
prover time now for cotton manu- 
facturers to consider pricing poli- 
cies more in line with the per- 
manent preservation of their mar- 
kets. 
Steck Market Prices 

As vou know, the stock market 
views the current earning rate ip 
the cotton textile industry with a 
good deal of skentic'sm. Thc 


stocks af some of the best com- 
penies in the industry sre now 


celling at enlv two or three times 
1947 earnine’s. Such skepticism 
rens through the entire market. 
-Ithourh in less extreme degree. 
The prices of common stocks, 2s 
measured bv Stendard and Poor’s 
eom prehensive index. are up only 
31% from their 1939 average. 
desnite the sreat increase in cor- 
porate profits and in'the replare- 
ment value of the underlying 


plants. The 50 industrial stocks 


‘sion given by such statistics as | 


included in Standard and Poor’s! those on the relationship between 


daily index are seiling, on the 
average, at only about 8 times 
their 1947 earnings. 

The increase in stock prices in 
the World War I period was even 
less; Stock prices then reached 
their high for the entire war pe- 
riod in 1916 before the United 
States entered the war. The aver- 
age for 1919—the highest postwar 
year—was only about 4% above 
that for 1914; and the average for 
1920 was about 7% below 1914. 
Nineteen hundred and twenty 
stock prices, like those of the 
present time, represented a con- 
servative evaluation of current 
earnings. 

It may reasonably be concluded, 
ther., that the stock market was 
not a focal point of weakness in 
the economy at the time of the 
1920-21 recession, and that it is 
not now. In both cases, stock 
prices have failed to reflect the 
full current level of corporate 
profits. This is quite the reverse 
of the situation in 1929, when the 
market was reflecting an expected 
sharp rise in profits; so that even 
a leveling off of profits would 
have likely precipitated a stock 
market crash. 


Urban Real Estate 


I come now to the field of urban 
real estate. 


I have had the distinct im- 
pression that this is one field more 
present time 
than it was in 1920. We know, in 
the light of the outcome, that the 
urban real estate market was one 
of the least vulnerable elements 
in the 1920 situation. It is ex- 
tremely disconcerting to read such 
statements concerning the present 
situation as that in the March 
“Federal Reserve Bulletin” that: 

“. . The increase in mortgage 
indebtedness on 1- to 4-family 
residences, for example, has been 
estimated at $5.5 billion for 1947, 


'the increase in mortgage debt and 
/new construction which I cited 
,earlier from the “‘Federal Reserve 


‘interest rates, not only in the in- health. Comer 


Bulletin.” Taken all in all, it ap- 
pears to me that the current urban 


one of the weakest elements in 
today’s economic picture. 


There are several other impor- | 


tant economic fields that we 
should examine in our analysis. 
However, the limitation of time 
permits only a brief mention of 


|some of them. 


The gross public debt of the 
Federal Government is more than 
ten times as great as in 1920. This 
is more than the national gross | 
product in 1947. It constitutes 
about 60% of the total of all debt, 
public and private, in the United 
States. The management of this 
debt imposes upon the Govern- 
ment the necessity of controlling 


terest of the Government itself | 
but in the interest of our national | 
economy. Every change in interest | 
rate has its impact on the financial] | 


_and credit structure. It is reason- | 


able to expect that the manage- | 


ment of this debt and the control 


of interest rates which such man- | 
agement gives will be conducted 
in the interest of the stability of 
our economy. 

Fiscal policies of the Federal | 
Government, budgetary manage- 
ment and changes in our tax 
structure are also important ele- 


'ments in our national economy. 


They constitute a large field of | 


discussion, which my time does 
not permit. 
A factor of tremendous im- 


portance in our economy is the | 
total of liquid assets held by indi- 
viduals aggregating approximately 
'$200 billion at the present time. 
Of this amount, nearly $150 bil- 
lion has been accumulated during 
the past eight years. Of this total 
amount, $67 billion represents in- 


News About Banks 
And Bankers 


(Continued from page 34) 
Albert B. Comstock, President 


‘real estate situation is perhaps | of the United States Trust Co. of 
| Leuisville, 
| April 20 that directors have made 


Ky., announced on 
Sidney W. Clay Vice-President 
and Treasurer of the company and 
made Alexander M. Watson Vice- 


President. Mr. Clay was Trust Of- 


'ficer and Mr. Watson is a director. 


it was stated in the Louisvilte 
“Courier-Journal.” 
re 4 ms sk 
John A. Boardman, Vice-Presi- 
dent of the First National Bank 
in Palm Beach, Fla., was advanced 
to the First Vice-Presidency at 
the bank’s regular monthly board 
meeting. This position was for- 
merty held for many years by 
Bert C. Teed, who recently retired 
from the bank because of il- 
J. Kimball, a direc- 
tor, was elevated to the newly 
created office of Vice-Chairman 
of the board. He will continue to 
supervise the investment pori- 
folios and trust investments of the 
bank. Mr. Boardman has had 
over 20 years of banking expe- 
rience and for the past seven years 
was Executive VicePresident of 
the First National Bank in Lake 
Worth, Fla., an affiliate of the 
First National Bank in Palm 
Beach. In September, 1947, Mr. 
Boardman joined the staff of the 
First National Bank in Palra 
Beach as_ Vice-President. Mr. 
Kimball has been associated with 
the management and development 
of the Reynolds’ group of banks 
since 1940. He has had over 20 
years of banking experience in 
New York and Florida and is now 
serving as director and Executive 
| Vice-President of the First Na- 
| tional Bank in Miami. 


| Following the meeting of the 
‘board of directors of Citizens Na- 


almost $1 billion more than the dividual holdings of United States | tional Trust & Savings Bank of 


1946 growth and $5 billion more 
than that for 1945. Mortgage in- 


debtedness on this type of housing | 


has increased during the past two 
years by an amount greater than 
new construction expenditures on 
such housing. a 

It is difficult to compare the 
urban real. estate situation now 
and in 1920 because of the lack of 
reliable data covering both pe- 
riods. Different indices of build- 
ing costs, for example, vary 
widely among themselves; and 
perhaps all fail to reflect the ac- 
tual results realized on the site. 
Nevertheless, it is interesting to 
note that the indices of building 
and construction costs compiled 
by the “Engineering News-Rec- 
ord,” by the American Appraisal 
Company, and by the Associated 
General Contractors, all show a 
smaller increase since 1939 than 
occurred between 1914 and 1920. 

According to the best estimates 
which we have been able to ob- 
tain, total urban mortgage debt 
increased about 50% in the eight 
years ended with 1947, as com- 
pared with an increase of about 
40% in the four years ended with 
1920. 


One of 


of the considerations 


present urban mortgage debt is 
the long arm of Government. It 
has been reaching out into the 


field of guaranteeing mortgages, 
with the possibility that the 
Treasury may eventually’ be 
rapped on the knuckles. But such 
an outcome, however unfortunate, 
would, in any event, ameliorate 
the situation from the standpoint 
of individual mortgagees and, toa 
lesser extent, individual mort- 
gagors., 

Among the favorable factors, it 
many be argued that monthly 
payments, low interest rates, and 
long amortization periods on most 
existing mortgages will make 
them easier to bear. 

But I do not find that any of 
these considerations are able to 
erase from my mind the impres- 


' strength 
‘that proportionately can sustain a 


Government securities. 


Summary 


When we summarize all of the 
facts and factors of our present 
economic situation as compared 
with 1920, we discover: 

(1) That there are basic ele- 
ments of financial and economic 
in our economy today | 


higher price level and a higher 
production than could be _ sus- 
tained in 1920. In addition, there | 
are fewer weaknesses in our price | 
structure and in the credit struc- 
ture than in the former period. | 
These facts do not necessarily | 


/mean that both prices and pro- 
' duction may not decline. 


They do 
indicate, however, that if prices | 
do not increase above current 
levels and if our credit structure 
does not become weakened, prices 
are not likely to suffer the pre- 
cipitous drop that occurred be- 
tween May, 1920 and June, 1921. 

Another important factor that 
was only slightly present in 1920 
but now has assumed large pro- 
portions, is the substantial control 
of industrial wages by organized 
industrial labor. We may reason- 
ably expect a strong resistance to 
any serious decline in wage levels. 

I do not mean to say that we 
cannot expect price adjustments 
in the years ahead and the likeli- 
hood of price reductions in many 
lines. As production and demand 
come into better balance, price 
adjustments are inevitable. At the 
moment, the task is to hold the 
line on the inflation front and to 
prevent further rises that might 
eventually result in too costly re- 
adjustments. 

I believe it is possible to aftain 
that objective, provided there is 
proper restraint on the part of 
business, of finance, of labor and 
of Government. To pursue any 
other course may endanger not 
only our private enterprise system 
but democratic government in this 
country as well, 


Los Angeles, held April 20, H. D. 
Ivey, President, announced the 


‘following promotions: G. C. Grant, 


Junior Vice-President, was elected 
Vice-President; he is presently 
manager of the University-Wesi- 
wood branch, and will remain in 
that office; A. M. Mathews, Junior 
Vice-President and Manager of 
the Wilshire-Hauser branch office, 
was elected Vice-President, and 
will continue in charge of that 
office. President Ivey, William 
H. Schroeder, Vice-President and 
Manager of the foreign depart- 
ment, and Louis G. Brittingham, 
Vice-President of the bank, at- 
tended the 14th annual conven- 
tion of the Mexican Bankers As- 
sociation, held in Tijuana, April 
22-24. Following the convention 
many of the delegates visited Los 
Angeles where they were guesis 
of the Los Angeles Clearing House 
banks. A reception at the Cali- 
fornia Club on April 26, and a 
tour of the city with luncheon at 
Del Mar Beach Club on April 27 
furnished entertainment for the 
visitors. 
‘ * : 

The Anglo California National 
Bank of San Franciseo plans ‘tp 
open in Fresno one of the finest 
banking structures in Central Cal- 
ifornia, it was announced on 
April 17 by Allard A. Calkins, 
President. The new office will be 
located at Fresno and “L” Streets, 
the plans including the remodel- 
ing of the former Holland Build- 
ing. Work is to be started imme- 
diately and it is estimated that 
the new office will open in ap- 
proximately six months. Mr. Cal- 
kins states that the new Fresno 
home of the Anglo will be one of 
the most modern banking offices 
in the San Joaquin Valley. The 
present Fresno office of Angio 
Bank will remain at its temporary 
location at the corner of Van Ness 
Avenue and Tulare Street until 


the new quarters are completed, 
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Inflationary Trend and How to Correct It 


(Continued from page 19) 
sumer demands of our own 
people, the amount of government 
paper money will increase rather 
than decline. However, at the 
present time the danger of fur- 
ther inflation is not so much from 
the issue of paper money. The 
government has not, at least as 
yet, embarked upon any policy 
of issuing unregulated and un- 
secured paper money. This is cer- 
tainly not the only cause of the 
present inflation. 


Wage Increases and Inflation 


There are other ways in which 
the amount of dollars, can be 
artificially increased. The present 
inflation in this country presents | 
a new cause. We are experiencing 
an increase in money, not merely 
or even most importantly from 
the government printing presses, | 
but rather from the payment of 
increases in wages and salaries | 
unaccompanied by increases in 
productivity. What we need to 
learn and to learn fast is that 
wage increases unaccompanied by 
increases in productivity are the 
equivalent of fiat paper money | 
and are just as certainly the. 
causes of inflation as the unregu- 
lated operation of government 
printing presses turning out) 
greenbacks. 

When wages rise faster than 
produnction the effect is inflation- 
ary. It couldn’t be anything else. | 
Such wage increases will produce 
precisely the same inflationary 
effects and will just as surely in 
the end produce economic depres- 
sion and disaster as the issue of 
unregulated and unsecured paper | 
money. 

Here is a condition that merits | 
the serious consideration not only | 
of employers and statesmen, but) 
also of intelligent .labor leaders. | 
Every wage increase unaccom- 
panied by an increase in produc- | 
tivity or output adds inevitably to 
the already dangerously high tidal | 
wave of inflation. 

If we wish to avoid disaster we | 
must find ways either to increase | 
productivity faster than increases | 
in wage rates, or to stop increases 
in wage rates that are not accom- | 
panied by increases in produc-. 
tivity. It has been authoritatively | 
estimated that the wage costs. 
entering into consumer goods, | 
from the production of the raw, 
materials to the sale of the goods 
over the counter, constitute 85% | 
of the total costs. Clearly what-| 
ever happens to wages is vital to) 
prices. 

There are but two ways in| 
which our productive economy | 
can counterbalance increasing 
wage rates. It can do so by the 
introduction of technological im-_| 
provements. It may, in some cases, | 
secure higher productivity by | 
greater exertion and more effi-| 
cient effort on the part of work-/ 
men. Technological improvements | 
are largely due to invention and | 
to superior management. You can | 
make stockings more efficiently | 
and in greater number per man-_| 
hour when better mechanical con- | 
trivances and better systems have | 
been developed. But advances in | 
technological improvements have | 
been very uneven for the differ- | 
ent industries. In the 20 years be- | 
fore the war, for industry as a 
whole, such improvements aver- 
aged a gain of about 3% in pro-| 
ductivity per year. There are also 
wide differences not only by in- 
dustries but also within given in- 
dustries in the efficiency of pro- 
ductivity of the workmen them- 
selves. It is a serious question, 
however, particularly when one 

rs the trend towards 
shorter work hours, whether in 
the past 25 years there has been 
any gain whatsoever in human | 
apart from: technologi- 

cal improvements. 





The facts are that there have |is well plan r nor- 
been no substantial Fi cael oat 5, bak gacter’ id catee 
improvements and little, if any, 
increase in efficiency of work- 
manship in American industry as 





| a whole since 1939-40. In the fu- 
ture, if our economy, including its 
employers and employees, were 
given conditions of external and 
internal peace, it might be assumed 
that the trends of productivity due 
to technological improvement and 
perhaps even to some extent to 
increased efficiency in workman- 
ship, would again be established, 
and as a consequence the economy 
might again reestablish its yearly 
average gain of about 3% in pro- 
ductivity. That would make it 
possible not only to raise. real 
wages but also to reduce prices, 
the process that made this coun- 


try a great industrial nation in the, 


past. 

Lacking substantial increases in 
productivity either from techno- 
logical improvements or increased 
worker efficiency, the increases in 
wages granted during the last 
eight years have run away, and 
are still running away, from in- 
creases in productivity, That, gen- 
tlemen, is today the chief cause 
of the present inflation. 

The present drive by the unions 
for a third round of wage in- 
creases, like its predecessors, such 
as the 240,000 wage increases, of 
which over 200 were industrywide, 
which were granted and approved 
during the war years at a time 


| when wages and prices were both 


supposed to hold the line, has re- 
sulted in a race between higher 
wages and rising costs of living, 
like that of a boy in the sun try- 
ing to outrun his shadow. 


Minimum Wage Laws 


In the remainder of this state- 
ment I would like to call your at- 


‘tention to a method of raising 


wages, a method which has no re- 
lation to and is not in any way 
dependent upon increasing pro- 
ductivity, but which works almost 
automatically. It is amazing to me 
that this method which is being 
pressed by the unions and their 
politicians has received so little 
attention from employers and 
statesmen. I refer to the method of 
raising wages by raising the 
minimum basic wage rates by 
legislation. 

We now have in this country 
26 states out of the total of 48 
that have minimum wage laws. 
Out of these 26 states there are 
three in which no wage orders 
have been issued. In one other 
state all operation under the Ac 
has been held up by a court order. 
In still another state there has 
been but one order and that af- 
fecting a minor industry. There 
are thus 21 states in which the, 
minimum wage principle is being 
applied at the state level. 

At the national level there is 
what is known as the-Fair Labor 
Standards Act of 1938 that fixes 
the minimum wage for all em- 
ployees engaged in interstate oc- 
cupations and also the maximum 
hours of work with time-and-a- 
half for overtime. 

Both at the state and Federal 
levels there is at the present time 
a tremendous amount of pressure: 
(1) for the extension of State 
legislation to the states that do 
not now have such laws; (2) for 
the increase of the minimum wage 
rates in those states that do have 
such laws; and (3) for the increase | 
in the minimum wage at the Fed- | 
eral level from the present 40c | 
per hour to some higher amount. | 
One bill before the U. S. Congress | 
at the present time would raise | 
the minimum wage rate to 75c per 
hour. There have been other pro- | 
posals for 65c and 60c per hour. | 

You all know where this pres- | 
sure is coming from. The union | 
pressure is being supplemented, 





support of social workers and citi- 
zens who are generally inclined to 
liberal views where privileges to 
labor are concerned, This pressure 


mous political power. If success- 
ful, the proposals urged are cer- 
tain to have far-reaching eco- | 
nomic and social effects. 





There is much more to a mimi- 
mum wage regulation than ap- 
pears on the surface. The original 
purpose of those who started the 
minimum wage movement was to 
increase the incomes and to im- 
prove the standards of living of 
| the least skilled, least employable, 
'the lowest paid, the marginal 
| workers in the economy. Most 
people of good-will have always 
|been favorably impressed by and 
sympathetic to, such a purpose. 
To some a minimum wage regula- 
'tion has seemed an easy solution 
|to the problems of low paid work- 
‘ers. All that seemed necessary 
was to pass a law prohibiting em- 
ployment at any rate below a 
iixed minimum wage, a wage high 
enough to cover the necessities of 
life. 


Repercussions of Minimum Wage 
Laws 


Unfortunately the effects have 
not been as anticipated. The es- 
tablishment of a minimum wage 
usually sets off an entire series 
of repercussions. It has been 
found, for example, that the estab- 
lishment of a minimum wage, par- 
ticularly if widely applied and en- 
forced, tends very soon to leave 
the intended beneficiaries, the 
marginal workers of our economy, 
as badly off as, or worse off than, 
they were before. This is the case 
right now under the Fair Labor 
Standards Act of 1938. Further- 
more, the effects go deeper. They 
harm entire segments of popula- 
tion. It is not that business in 
general, or certain types of busi- 
ness, are harmed, but rather that 
inflationary trends are established 
which harm every citizen depen- 
dent in any way upon properties 
bearing the dollar sign. These are 
strong statements and I hope you 
will be interested in the explan- 
ations. 

Here is the way that a minimum 
wage, or an increase in a mini- 
mum wage, actually works. A 
minimum wage, however it may 
be set, whether by law or by the 
process of market bargaining, 
constitutes the base wage rate of 
the entire economic wage struc- 
ture. This is the wage of the mar- 
ginal worker. All wage rates 


above the basic minimum wage) 


rate constitute differentials paid 
for differences in skill, experi- 
ence, efficiency, dependability, re- 
sponsibilities carried, special abil- 
ities and so on. Wherever there 
is a wage that is higher than the 
basic wage, that wage rate is due 
to factors of value in production 
for which the employer is willing 
to pay. The differentials in wage 
rates in excess of the minimum 
basic wage rate paid to such em- 
ployees constitutes the economic 
measure of need, desirability or 
productivity of such workers, as 
compared to marginal workers. 
There are always some, and there 
will always be some, employees 
who are worth twice, or many 
times, as much as marginal work- 
ers. If you want better than mar- 
ginal workers to work for you, 
you will have to pay them what 
they are worth above the marginal 
wage. - 
Let us consider, for example, 
the effect of changing the mini- 
mum wage rate from 40c to 65c 
per hour. Such an increase means 


raising the base or marginal wage | 


rate more than 50% (631%% to 
be exact). First there is the effect 
on employment. An increase in 


the minimum wage rate, arbi- | 


trarily fixed by law, provides no 


guarantee of employment. The ad- | the increase in the minimum basic 


vocates of minimum wage legis- 
lation say that it provides protec- 


tion. This is obviously inaccurate.| line wp through the entire wage 
however, to some extent by the |No minimum wage law offers any | structure. 


protection. Those who are em- 
ployed at the former rate may be 
laid off at the new rate. Raising 
the minimum wage does not in- 
crease the productive efficiency 
of, or the worth of the employee. A 
minimum wage law can not com- 
pel any employer to pay higher 
wages and to keep all of his for- 





'mer employees. Whether marginal 
employees will be employed at a 
| higher wage rate depends entire- 
| ly upon whether the employer can 
in some way secure increased 
productivity from such employees, 
or on whether he can secure in- 
}creased prices to cover the in- 
creases in wages fixed by the law. 

Clearly, if there is a sellers’ 
market, such as there has been 
since 1939, and if goods can be 
sold at higher prices, then, since 
all employers are subject to the 
law, even though competitive in 
all other respects, they will raise 
their prices to cover their in- 
creased common labor costs. Un- 
der these conditions employees 
whose wages have been arbitrar- 
ily increased by law may continue 
to hold their jobs. 

But under conditions of a buy- 
ers’ market, when customers are 
indifferent as to making purchases 
at present prices and unwilling to 
pay -higher prices, then it is in- 
evitable that some, if not mosi 
of the marginal workers whose 
wages have been arbitrarily raised 
by regulation will be thrown out 
‘of work. 

This isn’t theory. This is the 
way the minimum wage regula- 
tion actuaily works. Within three 


months after the effective date 
of the United States Wage and 


Hour Law in 1938, when the mini- 


mum wage was fixed at only 
25 cents per hour, in spite of 
increasing demands for goods 


and increasing employment, there 
were, according to Elmer An- 
drews, then Administrator of the 
Wage and Hour Act, from 30,000 
to 50,000 persors thrown out of 
work because of the minimum 
wage. If the minimum wage were 
now to be increased at one fel! 
,;Sweep.by 6242% it is inevitable 
that this would be accompanied 
by greater disemployment. 


Adjusting Other Rates to 
Minimum Wage 

Another effect of the establish- 
ment of a minimum wage at a 
higher amount is the consequent 
necessity for adjusting other wage 
rates to this new base rate. If a 
basic minimum wage is increased 
from 40 cents to 65 cents per 
hour, it also becomes necessary to 
change all of the previously ex- 
isting differentials above 40 cents 
per hour to higher rates of pay. 

If and when the base rate is 
moved up from 40 cents to 65 
cents per hour, employees who 
formerly received 45, 50, 55, and 
60 cents per hour, are also en- 
titled to have their wages raised 
not merely to 65 cents, but to 
differentials above 65 cents, cor- 
responding to their differentials 
above the preceding base rate. 
After the establishment of the 
new base rate, such employees 
would, therefore, be entitled to 
wage rates of 70, 75, 80, 85 cents, 
and more, per hour. 

But following these adjustments 
for the wage earners who previ- 
ously earned more than 40 cents, 
but less than 65 cents per hour, it 
would also be necessary to raise 
the wages of those who formerly 
earned more than 65 cents per 
hour. After marginal workers. 
have had their wages. increased 
more than 50%, and after those | 
employees who formerly earned 
from 40 cents to 65 cents per hour 
have had their wages proportion- | 
'ately increased, it would be nei- 
ther fair nor practicable to expect 
workers of higher competence to 
'continue their employment with- 
out similar increases in their pay. 
They, too, would have to have 
their wages inereased. Within a 
| relatively short time following 


| wage level, wage increases would | 
| have to be granted all along the 


| It is not to be assumed that 
these far-reaching adjustments in | 
wage differentials, following the | 
|adoption of a new or a higher | 
'minimum basic wage rate, occur) 
with the precision and accuracy | 
of a mathematical formula. There | 
are very few, if any, economic or 
‘social effects that may be de- 








scribed with complete mathemati- 
cal exactness. Economic effects 
are nearly always the results of 
pressures more or less unevenly 
distributed and more or less un- 
evenly operative. 

There will, of course, be a time 
lag between the establishment -of 
the basic minimum wage rate and 
the adjustments of all the dif- 
ferentials. This time lag would 
certainly vary somewhat from in- 
dustry to industry. from géo- 
graphic area to area, from com- 
munity to community and even 
from concern to concern. 

Not all of the differential wage 
rates would be adjusted in the 
same proportion as the minimum 
base rate. Some employees en- 
titled to differentials would un- 
doubtedly get more, wh.le others 
would get less than the propor- 
tionate increase. There would un- 
doubtedly be some employees who 
would feel that whatever in- 
creases they might obtain are in- 
adequate. Consequently an en- 
tirely new set of arguments about 
inequities would arise, accompa- 
nied by employee irritation and 
industrial dissens_on, which would 
require considerable time for cor- 
rection. 


Black Market Violations 


Finally, there would certainly 
be black market violations of the 
law. There have been violations 
in the past and there are viola- 
tions at the present time. There 
will be evas.ons of various kinds. 
Don’t think that there won’t be. 
The annual reports of the United 
States Wage, Hour and Public 
Contracts Divis-on for the past 
two years, the years of greatest 
employment and highest wages 
we have ever had, showed that 
more than three-quarters of all 
the employers operating under 
this law were guilty of violations 
of one kind or another. More 
than half of al] the employers 
inspected were guilty of what was 
described as “major violat.ons.” 

One doesn’t have to be very 
sagacious to foresee that raising 
the minimum wage by more than 
50% will increase the number of 
violations. What next? Are we 
to go through another period of 
wholesale disobedience of the law 
such as followed our great and 
noble experiment of prohibitioh? 
Or wll this law be followed by 
the demand from the Administra- 
tor for the establishment of an 
enormous bureaucratic inspection 
and enforcement service? Or will 
we have discriminatory inspec- 
tion and enforcement with the se- 
lection of concerns for such en- 
forcement made by politically ap- 
pointed off.cers? The prospect is 
in no way very encouraging. =, 

When a new or a higher mini- 
mum basic wage rate is estab- 
lished, it simply creates a situa- 
tion that makes it persistently and 
logically necessary to pay similar 
wage increases throughout the en- 
tire wage structure. When con- 
fronted by a new minimum wage 
regulation, intelligent and fair- 
minded employers will promptly 
recognize the logic as well as the 
need for raising wage differen- 
tials of their more competent and 
highly skilled workers if they can 
possibly do so. If they fail to do 
so, their better employees. will, 
sooner or later, seek employment 
elsewhere. If the adjustments in 
wage differentials are not cor- 
rected by the employers them- 
selves, the need for such corre¢- 
tions will very soon be explained 


to them by representatives of the 
‘CIO and tine AFL. 


From this it will be seen that 
the establishment of a higher 
minimum wage rate is, in fact, a 
very powerful and effective lever 
for hoisting the wage rates not 


‘merely of marginal workers but 
_of all workers throughout the en- 
|tire wage structure. 


After the 
basic wage rates have been in- 
creased, al] persons who formerly 


|received differential wage rates 


are entitled to and should have 
proportional wage rate ‘ncreasés. 
Every employee who formerly 


‘|earned a differential wage rate 
above what was then the basic or 
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marginal rate will, when that ba- 
Sic Or marginal rate is increased, 
have a very logical claim for a 
wage increase. Such a wage in- 
crease may be effectively urged 
either individually or collectively. 
Such wage demands, based, as 
they will be, cn what~—s both logi- 
cal and fair, will have to be 
granted. 


A Device fer Raising General 
Wages 

The minimum wage law is, in 
fact, one of the most potent de- 
vices ever invented for securing 
wage increases, not merely for 
marginal workers, but also for all 
other, higher skilled and better 
paid workers. This, I suspect, may 
be one of the reasons why the 
unions, especially during recent 
years, have been so eager for 
minimum wage legislation. It 
makes their job in bargaining for 
higher wages much easier. It re- 
creates a new set of conditions 
for an entirely new set of wage 
rates. Why wouldn't union lead- 
ers favor such a set-up? 

- But higher wages without in- 
creased productivity simply mean 
higher production costs. 
production costs must, in turn, 
find their way into higher prices. 
Every increase in wages without 
an increase in productivity tends 
to be purely inflationary. The 


minimum wage is not the only | 


cause of the present inflation, but 
it is a highly important contribut- 
ing factor. If increased from 40c 
to 65c per hour, it will become a 
major cause. 


It is amazing that there are so, 
labor 
leaders and their economists, who | 


few persons, other than 
understand and properly evaluate 
the device of the minimum wage. 
It may be _ sincerely doubted 
whether most liberal minded com- 
munity leaders who have in the 
past favored the application of the 
minimum wage device had any 
real knowledge of what its effects 
really would be. It is even more 
amazing that there are so many 
business men and employers who 
have no apparent understanding 
of the effects of minimum wage 
regulation on the business econ- 
omy or even on their own busi- 
nesses. 

The following case is probably 
typical. A few weeks ago a well- 
known textile manufacturer ap- 
peared as a witness before a Con- 
gressional Committee. In_ the 
course of the discussion, he was 
asked by a member of the Com- 
mittee whether his business was 
affected by the minimum wage 
provision in the Fair Labor Stand- 
ards Act of 1938. 

“I don’t understand. I don’t 
know what you mean,” the manu- 
facturer replied. 

The Congressman then clarified 
his question by asking whether it 
would make any difference to the 
manufacturer’s operations if the 
mimimum wage were to be raised 
from 40c to 60c or 65c per hour. 

- “No. Not at all,” the manufac- 
turer replied. “I’m already paying 


all of my employees more than | 
A a | where they were before. We will 


65e¢ per hour.” 


‘ With all due respect to this and 
to other business men for their 


nesses, their thought on the mini- 


mum wage, if like those of this | 


industrialist, represent sheer eco- 
nomic illiteracy. Such thinking, or 
lack of thinking, is positively dan- 
gerous to our entire economy. 
‘We can all agree that high 
wages, real wages, are desirable. 


One of the most important meas-., 


ures of the progress in this coun- 
try is the large increase in wages, 
real wages, that have been gained 
by our workers. Real wages are 
now at a higher point than they 
have ever been before. They are 
at a higher point than they have 
ever been in any country in the 
entire history of the world. It is 
our common hope that this trend 
will continue. But real wage gains 
have always been achieved by in- 
creased productivity. There would 
have been no wage gains on this 
continent if there had been no 


increases in production. It is man- 





Higher | 


| the 1930's 


' relation to man-hour productivity, 


that has been proposed by the 


hour productivity that has made | 
possible the high American hourly | 
wage rate, It is man-hour produc- | 
tivity that we need now. Let us| 
never forget this. 

In view of these facts we must 
recognize that the purpose of the 
minimum wage has been changed 
in recent years from attempts to} 
insure basic subsistence wage 
rates to the least employable, 
least efficient, or marginal 
workers to attempts to use the 
minimum wage principle to make 
it easier to secure higher wage | 
rates throughout the entire wage | 
structure. The minimum wage is| 
no longer a mere method of pro- | 
tecting marginal workers. It has} 
become a subtle, ingenious and | 
effective means of collective bar- 
gaining. 

In the early days of the mini- 
mum wage movement its promo- 
tion came mainly, as already in- 
dicated, from social workers 
liberals and even religious leaders 
who sincerely believed that 
through the _ establishment of 
minimum wage rates the working 
conditions of the least employable 
and marginal workers could be 
improved. 

For many years labor leaders 
took little or no interest in the 
minimum wage movement. Many 
of them, including the heads of 
the American Federation of Labor, 
were opposed to it. There are 
ample records of public hearings 
in many places in which union 
men appeared against minimum 
wage legislation. It was not until 
that American labor 
leaders, first from the CIO, and 
later from the AFL, began to see 
the possibilities of using the mini- 
mum wage as a powerful, far- 
reaching mechanism to obtain 
higher wages at any levels. In 
recent years, in complete contrast 
to their earlier position, the 
unions have been the most ardent 
advocates of the minimum wage. 

What the union leaders have 
apparently not seen is that higher 
wage rates so exacted, bearing no 








have led to increased costs of | 
production, to higher prices, to the | 
debasement of the value of the 
dollar, and to inflation. 

The present inflation 
States is in considerable part the 
fruit of the widespread applica- | 
tion of the minimum wage prin-| 
ciple, accompanied by propor- 
tional wage increases all along the 
line throughout the entire wage 
structure. Now the prices of goods 
have caught up with the wage in- 
creases. Wage earners are now 
about as badly off as they were 
before the minimum wage laws 
were passed. In many cases they 
are worse off. The only remedy 


labor leaders so far has been the 
upward revision of the minimum 
wage rates and upward adjust- 
ments in all other wage rates. It 
should, of course, be clear that 
this procedure must in turn raise 
the costs of production and of 
prices so that within a short time 
wage earners will again be just 


the one hand, of too much money, 
or purchasing power, and, on the 
other, of too little production. 
Every increase in the costs of pro- 


Management's Task Toward 


duction that is unaccompanied by | 


increased productivity, however 


that productivity is obtained, must | 


inevitably be followed by higher | 


prices. Wages and salaries make 
up by far the largest share of the 
costs of production. Every in- 
crease in wages and salaries with- 
out accompanying increases in 
productivity are purely and dan- 
gerously inflationary. 


payments forced by union mo- 


nopol-es is the new factor in the | 
inflation | 


present inflation, This 


Economic Stability 


(Continued from page 20) 


to 12 months, with a consequent 


| Saving in investment for factory 


is due not merely to an increase | 
in the amount of government cur- | 


rency, but also in the amount of 
purchasing power paid to wage 


what they formerly received and 
for which there is no equ:valent 
in inereased productivity. Let us 
face the fact that this is as surely 
inflationary and as dangerous as 
the issue of unregulated and un- 
secured government paper money. 
It will take us over exactly the 
same road to the same destination, 
economic disaster, 

If there were any other nation 
desiring to see the strength of this 
country dissipated and reduced to 
second -rate importance, there 
would be no better way by which 
this could be accomplished than 
by the debasement of our pur- 
chasing power and the destruction 
of our confidence in our own gov- 
ernment. I sometimes wonder if 
this may not be the purpose of 
some of those who advocate wage 
increases without increases in pro- 
ductivity. 





capacity per ton of seed and— 
what is even more surprising—an 
improved yield and quality of the 
oil produced from the seed. This 


steady employment of course re-| 


The artificial increase in wage | SU!ts in keeping trained men on 


the job instead of having to train 
a new crew of men every crop 
season. 


85% of Goods Consumed Evenly 


I have been talking about soap 
and shortening, but I would like 


| you to cast your mind over the 


and salary earners in excess of things in use in our country. 


If 
you do, you will realize that 85% 
of the goods used in this country 
are consumed evenly. The diffi- 


| culty is to find the merchandising 


plan and the production and stor- 
age plan that will let you carry 
out the evenness of production 
which brings about stabilized em- 
ployment. I know it is harder in 
some industries than others, but 
when I see the meat packer do 
the job, a shoe manufacturer do 
the job, and many others do it, 
I think ways and means can be 
found in most of our economy to 
follow through if we will only 
concentrate on it. 

It is very difficult for the aver- 
age manufacturer to face the prob- 
lem in his own shop. He will say: 
“Yes, you can do it in soap, you 
can do it in a packing house, but 
our business is different.” Now 
that attitude will never get the 


Finally, let us get together on| country anywhere, and I think I 
our understanding that the fixing | would like to add that it will not 


of minimum wages by legislation | get the manufacturer anywhere in | 


is one of the shrewdest and most| the economic operation of his 


effective devices ever 


not merely for raising the basic | 
wage rates of industry, but also be derived from steady produc- | 
inevitably and almost automati- tion that it is hard to enumerate | 


invented | business. 


There are so many benefits 


| business and the goods which we 
take from them. 


Guaranteed Wage Differs From 
Steady Employment 


I say to you men of the press 
you can be of great help in this 
| particular problem which is so 
basic to the national economy. 
You can set the public straight on 
the difference between a guar- 
anteed annual wage, which I 
| don’t think many of us believe in, 
}and steady employment. Right 
here let me emphasize this dis- 
tinction. Our company guarantees 
employment. It does net guarantee 
a specific annual wage. 

You can emphasize the basic 
point that manufacturers should 
study the problem and do every- 
thing possible to plan their pro- 
duction to the consumption line. 

You can emphasize to manu- 
facturers the great savings in pro- 
ducing evenly rather than in in- 
dulging in the wastes of “peak 
and valley” production. 

You can point out the great 
value to the worker and the com- 
munity through employees who 
know they have a steady job and 
can count on a certain number of 
weeks’ work per year. You can 
stress the difference in the type 
of citizen who has a reasonably 
well assured yearly income versus 
one who doesn’t know from day 
to day what his income may be. 


You can lend your strength to 
the procedure of orderly produc- 
tion of homes, government pro- 
jects, railway cars and equipment, 
and automobile manufacture, etc. 
|This type of construction just 





to| «bout sets the pattern of our 
c- | whole economy. 


You can educate, enlighten, and 


cally of all of the differential wage | them. I’ll just take one problem | influence manufacturers and the 


structure. At the end E 
cycle of wage increases, prices 
will be proportionately increased, 


been depressed still more. Wage 
earners will be precisely as bad 
off as they were before. But, and 
this is important, every one pos- 
sessing savings or otner means 
bearing the dollar sign will be 
worse off. The one sure effect of 
inflation is to liquidate all thrift 
and to equalize poverty for all. 
This clear understanding of infla- 
tion is, I believe, essential as the 
first step in combatting this evil. 
When we stop groping and start 
seeing clearly, we shall promptly 


inflation. 
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Offers Utility Bonds 


Halsey, Stuart & Co., Inc. and 


in the| the value of the dollar will have | 


| 
| 
J 
} 
| 


see what is to be done about the | 


| the 


manufacturers today, and that is 
the cost of plant and equipment. 


Proctor & Gamble is running its, 


plants and equipment at a full 
90% capacity or better by running 
uniformly. If we had ups and 
downs in line with the common 
trends, we would be operating at 
times on a 50 to 60% basis, which 
would automatically force us up 
to 130 and 140% to catch up later. 
There would be no way to do this 
except to have 30 to 40% in- 
creased plant capacity over what 
we have now and I can tell you, 
in our own show, that extra ca- 
pacity would cost over $100,000,- 
000 in plants and equipment. Let’s 
put it another way: we have saved 
investment of $100,000,000 


| plus in our own business by op- 


erating steadily. Certainly we 


| have a much more satisfied group 


of workers which also helps cut 
production costs. 

Then from a buying standpoint 
we are able to buy more cheaply, 


'rates, up through the entire wage | that must be bothering a lot of | public to believe that these great 
of each | 


|spurts of production beyond the 
_consumption of goods must in- 
_evitably bring unemployment, 
_thereby causing trouble to the 
| people of the country. 


| Above all, you can point out to 
| the public that stabilized employ- 
/ment is something that must be 
| worked out eventually on a na- 
| tional basis, as it has been worked 
| out successfully already in some 
| industries—worked out by busi- 
| ness management—not by govern- 
| ment—not by legislation. 


| In putting your influence back 
| of the solution of this great prob- 
_lem, you will be contributing a 
very great deal to the insurance 
of a freeman society in this coun- 
| try of ours. 


‘Detroit Edison Stock 
Offered at $20'/2 Share 


| An underwriting group headed 


for increases in minimum wages 


ability to run successful busi- | 22d for increases in differential 


/minimum wage movement. Ques- 
| tions may now be properly and 
|sincerely asked whether the es- 


served eithér the marginal work- 
‘ers or the common welfare. 


‘minimum wage regulation in its 


because we can place orders to 
come through every week of the 
year and we have lowered our 
costs in that way. It stands to 


associated underwriters offered | 
publicly April 28 $14,000,000 Wis- | 
consin Michigan Power Co. first | 
mortgage bonds, 3% Series due | reason we have influenced steady 
1978 at 100.875% and accrued in- ¢™ployment in the plants of sup- 
d of | pliers and it is my belief that it 
terest. The group won award of | ;- 4 very worthwhile thing. Sta- 
the bonds at competitive sale on | bility in one plant works in 
a bid of 100.3299. widening circles. If it is ever put 
cee ith | into effect on a large enough na- 
cong: es ie ogre or tional scale, it will ultimately 
proceeds from the sale of $1,000,-| exert a tremendous direct influ- 
000 par amount of common stock | ence in stabilizing the economy of 
to be sold at the par amount to 


the entire country. 

Wisconsin Electric Power Co., its | Whenever I discuss this subject, 
. | I am always compelled to say that 

parent, and from $1,000,000 in’, man who makes a primary 
bank loans, will be applied to the product is, more or less, at the 
redemption of $12,500,000 of 334% | — - the te gp od I mean 
‘ .| by at a_ steel company, ~a 

first mortgage bonds cue 1661; | foundry, or business like that. If 
prepayment of $200,000 in bank! we are going to have sporadic 
loans; and toward the company’s | buying in raw steel, those com- 
construction program. |panies which manufacture the raw 


The bonds are ’redeemable at | steel are almost helpless. There 
ri A f 103.875% to. is no use talking about steady em- 
prices ranging trom 100.910 /” “| ployment in those basic industries 
100.13% and at special prices| unless we processors, who take 
scaled from 101% to 100.05%. \ the raw product, will regulate our 


probably see successive demands 


wage rates chasing higher and 
higher prices. 

This use of minimum wage 
leg:slation and _ regulation has 
thrown suspicion upon the whole 


tablishment of the minimum wage 
has at any point cr in any way 


It 
has become increasingly clear that 


present use has become a danger- 
ous cause of inflation. This, then, 
is one of the factors that should 
receive the most careful consid- 
eration in the development of 
sound management -labor rela- 
tions, relations which should be 
in the interest of the public as 
well as of employees and of em- 
ployers. ; 

In conclusion, let us never for- 
get that inflation is a result, on 





_by Coffin & Burr, Inc. and Spen- 
,cer Trask & Co., as representa- 
fe team. on April 22 offered 450,000 
shares of $20 par value capital 
| stock of The Detroit Edison Co. 
The stock priced at $20.50 per 


share, was quickly oversubscribed. 


The shares offered were owned 
by American Light & Traction 
| Co. and no proceeds of the offer- 
|Ing will accrue to The Detroit 
| Edison Co. The offering was made 
|pursuant to an order of the Se- 
curities and Exchange Commis- 
‘sion under the Public Utility 


Holding Company Act of 1935. 


| The Detroit Edison Co., estab- 
lished in 1903, is the only utility 
selling electric light and power in 
|the city of Detroit. It serves an 
area of 7,587 square miles in and 
around Detroit with a total popu- 
lation estimated at 3,025,000. The 
|company is also engaged in the 
steam heating, gas and water serv- 
|ice business but the electric serv- 
|ice department has accounted for 
more than 95% of the gross rev- 
enue for the past several years. 


| 
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Who Killed Horatio Alger? 


(Continued from page 2) 

ers are likewise specialists and 
sometimes it appears that the 
“facts” which one teaches haven’t 
much to do with the facts that 
another teaches in a different 
classroom about another subject. 
The pupil has a tough time putting 
them all together into a body of 
useful knowledge to help him live 
in this complicated world. 


The Key Role of Education 


All of which brings us to what 
might be a vital clue to our orig- 
‘nal question of why we have so 
much doubt and misunderstand- 
ing of our extraordinarily suc- 
cessful system and why we Nave 
lost sight of the Horatio Alger 
element in it. Maybe the reason 
is that we have become so ab- 
sorbed in the day-to-day com- 
plexities of living in and operat- 
ing our modern free democratic 
society that we are neglecting the 
iob cf explaining it to each on- 
coming generation. 

It is startling to stop and real- 
ize for example that there are 
millions of young people around 
who simply haven’t had the time 
nor the opportunity to learn all of 
the things it takes to understand 
and appreciate our way of living 
in this country, 

For instance, not counting the 
millions of “children,” there are 
some 36,000,000 persons in this 
country—more than a third of the 


adult public—who are between 20. 


and 35 years of age. This group 
also includes almost all the “pub- 
lic’ who were recently engaged 
in defending our American way 
of life, including our free enter- 
prise business system. Now, con- 
sider that in 1930 all these people 
were themselves either small 
children or were just beginning 
to be adults. 
virtually all their sense of values 
—their concepts of what is im- 
portant or unimportant about 
democratic government, free en- 
terprise, private property, social 
and economic freedoms of the 
individual have been formed dur- 
ing: 

An era of one domestic politi- 
cal regime, dedicated in large 
part to a modification of many 
tradit:onal concepts of American 
life; 


This means that | 


An era filled with sinister and, 


despotic, but nevertheless dra- 
matic, economic and social ex- 
perimeniation all over the world; 

An era marked by instabilities, 
doubts and uncertainties which in 


|property ownership, production 
for profit, productivity incentives 
and a free competitive market. 

Any objective person can 
quickly discover for himself that: 

(1) Not only does the average 
school curriculum and its text- 
books provide a completely in- 
adequate description of how our 
free society produces, distributes 
and consumes its goods and serv~ 
ices and rewards its various par- 
ticipants for their individual 
roles; but 

(2) That a great many text- 
books, and a goodly number of 
teachers, too, are teaching ideas 
and theories about how we lve 
and work together that are actu- 
ally contrary to the principles and 
operations of our free democratic 
system. 

Indeed, The Armed Forces In- 
stitute withdrew from use one of 
its official texts on economics 
when it was called to their atten- 
tion by the National Small Busi- 
ness Men’s Association that the 
book contained numerous teach- 
ings of pure socialist dogma. Yet 
this text was officially recom- 
mended by a group of educators 
and is still widely in use in our 
school system. 


A Direct Challenge to 
Businessman 
Who is going to do anything 
about this whole educational! situ- 


ation? As a rule, it is the moth- 
ers in a community who are 
chiefly concerned with school 


matters and children’s education. 
But it is a demonstrable fact that, 
in spite of their school interest 
and good intentions, women are 
among the least informed about 
our economic and our business 
system. 

It is also an obvious fact that 
the school officials and teachers 
themselves either cannot’ or will 
not do much about it since they. 
are the ones now doing a pro- 
gressively less adequate job 
informing successive groups of 
graduating youngsters on the op- 
erations, values and rewards of 
our type of economic society. 

The conclusion is inescapable 
that unless and until the business- 


men themselves in every Amer-| 


ican community—the production 
managers, the merchants, the 
technicians, the professional men, 


| the foremen and indeed the work- 


turn have engendered cynicism | 
'role in guiding our school system 


and scoffing on the surface of our 
society and made possible steady 
“boring from within” 


by those | 


who thrive on such conditions; | 


A era highlighted by closed 
banks, idle factories, 
plowed-under pigs, 
ham-and-egg political nlatforms 
and something-for-nothing econ- 
omies, 


Obviously, the platitudes about 


the good old days of free enter-| 


prise do not mean the same to this 
public as they mean to the aver- 
age businessman. 


good old days of free enterprise. 


Everybody Starts from Scratch 

It is hard to realize that every 
new-born baby 
And each successive year’s crop 
of baby citizens has just that 
much more to learn before he or 


she can “catch up” with the ac-| 
_been addressed by businessmen. | 
'Two others have been addressed | 


cumulating knowledge that it 
takes to understand and partici- 
pate in our modern society. 


And just as the economics of tered nurse; and about 20 by | 


NRA, | 
technocracy, | 


The current | 
public just wasn’t around in the) 


is a barbarian. | 


ing men whose sons and daugh- 


ters have an equal stake in our, 


system along with the children of 
the wealthiest citizens—take a 
far more active and responsible 


and its program, the job will not 
get done. 

It is ironic that the vast ma- 
jority of members of local school 
‘boards in this country today is 
actually made up of businessmen 
and professional people -—- men 
who not only are the chief own- 
ers and beneficiaries of our sys- 
tem, but who also are the men 


hometowns. 


about business in contrast to edu- 


cation about the other “arts and | 


| sciences.” 
As a commentary on the mild 
interest taken by businessmen in 


our educational system, only two | 


out of the past 51 graduation 


{exercises held in the schools of | 


one large American city have 


| by osteopaths; one by a regis- 


our lives and the functions of our | labor leaders. 


jobs and our business system are | 


growing more complex. so are education relationship in Amer- 


many other phases of life. 


in our educational 


But ica, it is worth noting that the 
here is the crux of the matter: | number one concern of all com- | 
over a period of recent years less | petitive, 


and less attention has been paid| ceaseless and complete 
system to|trination of their young people. | little change here and there” to 


systems is 
indoc- 


dictatorial 


of | 


who make it work. They are the | 
| getters - of - things - done in their | 
But they seem to get. 
around last to problems involving | 
education, especially to education | 


In contrast to this business- | 


ing else, except blind obedience to 
arbitrary authority. 

Today our educational system is 
the weakest link in our struggle 
to defend our American way of 
life. 

—It is the weakest support of 

our free enterprise system. 

—Yet it is supported almost ex- 
clusively by the proceeds of 
our wealth-producing econ- 
omy run by businessmen. 

—It is the common responsibil- 
ity of every citizen and 
parent. 

—It is something that practically 
every citizen, irrespective of 
his job or station in his com- 
munity can do something 
about. 

—It is something that business- 
men in particular should do 
something about, and the time 
is long overdue. 


If You Are a Businessman 


One of the best things you can 
do to insure that your business 
and the other privately owned and 
operated enterprises in your com- 
munity will continue as free in- 
stitutions is to see to it that the 
young people who are next in line 
to take over their ownership and 
operation understand the rules of 
the game. Our peculiarly success- 
ful economic system is neither 
perfect nor sacred. But without it 
none of the other free institutions 
which we do hold sacred and in- 
alienable will very long endure. 

In short, the values at stake 
more than justify a reasonable 
amount of the time of even the 
busiest business citizens devoted 
to strengthening the school sys- 
tems of our communities. And it 
takes more than mere tax dollars. 


Things You Can Do 


Why not begin in your town 
by talking things over with your 
business associates and neighbors. 
Then make it a group project, 
either informally or through some 
suitable local organization, to look 
into your own community school 
system. 

As a starter visit the schools 
themselves. Talk to the principals 
and teachers. They’ll be stuspsrised 
to see you but appreciative of your 
interest. Get acquainted with the 
school board members too. They 
likewise will welcome your sin- 
cere and constructive interest in 
what is too often their thankless 
job. And the PTA, usually strug- 
gling along on the efforts of a 
| half dozen mothers for every one 
interested father, will indeed b:’ 
glad to see you. 


But don’t overlook the most im- 
portant ingredients of any school 
| system—the kids and what they’re 
| learning. Visit some classes, talk 
| to the students, read some of the 
books and study some of the les- 
sons yourself. Maybe a series of 
committees to do the job thor- 
oughly is in order. 

As a guide line for your inquiry. 
ask yourself: “Will a youngster 
going through our town’s school 
system come out with a pretty 
clear idea of: 

How our system operates to 
jobs, goods and 
our complex 


create wealth, 
services to support 
society. 

How its components are owned 
and its products divided. 


What the accepted roles and re- 
sponsibilities are of capital, man- 
| agement, labor and government in 
our society. 

Why our arrangement of these 
factors is so demonstrably supe- 
rior to competitive “isms” and 


“ologies.” 


the system holds for individuals 
| growing up in it and why. 

Why constant vigilance is neces- 
sary to guard against the panacea 
artists who constantly suggest “a 


teaching the oncoming genera-| Not only do they teach them the have the government “guarantee” 
tions of youngsters how we live| complete theory and princivles of | something that can only be as- 


and work together in a free demo-| their communistic economic life,| sured by the 
cratic economy based on private’ but they teach them almost noth-' work and thrift. 


| calamity howler. 


individual’s own) 





You will find such inquiry a 


rewarding and revealing experi- | 


ence. And you may well be as- 
tounded at what is not in the text- 
books, nor in the student’s heads, 
about things that you assumed 
“everybody” knew about the sim- 
ple basic things in the business 
world that you take for granted 
every day. 

Perhaps you may decide that the 
schools can never fully acquaint 
students with the facts of life in 
your world of business and still 
teach them all the other things 
they need to know. So why not 
organize a program of plant tours, 
“career forums,” or special meet- 
ings with local business associa- 
tions where at least the high 
school students, soon to graduate 
into responsible citizenship, can 
find out first-hand what makes 
the economic world go round in 
their home town. 

You know, but don’t take it for 
granted that they do. People and 
nations have died from taking 
things for granted; and free en- 
terprise, like Horatio Alger, may 
some day die—of ignorance. 

So much for that. Now let’s 
take a look at “Small Business 
and the Scarcity Market.” One 
thing we can be sure of is that as 
long as there are scarcities, small 
business, particularly small manu- 
facturers, are going to be in the 
middle fighting for their very ex- 
istence. 

But I have great faith in the 
American small businessman. In 
addition to being the personifi- 
cation of the rugged individualist 
he’s also a hard working, ingen- 
who’s 


ious, resourceful person 
mighty hard to beat when_ he 
really makes up his mind that 


he is not going to be licked. 

I’m not nearly so much con- 
cerned about the effect of short- 
ages and scarcities of various kinds 
on small business as I am over 
the lack of interest displayed by 
most small businessmen in pub‘ic 
affairs. Many of them look at me 
like they thought I was completely 
off my nut when I say that our 
whole free enterprise system is 
in jeopardy. 

They know that our capitalistic 
system has produced more of 
everything for everyone than any 
other system which has ever been 
tried at any time, any place since 
the beginning of recorded history. 
They know that they have always 
had freedom of enterprise and 
they don’t seem to be able to un- 
derstand that a day may come 
when they won’t have it. 

Some of you may feel as they 
do, that I’m an alarmist and a 
If any of you 
dc feel that way, may I suggest 
that you make a comparison be- 
tween the way business in this 
country was done 20 years ago and 
the way it is done today. If you 
do this, and then project that 
curve into the future, I believe 
you will realize that another few 


‘years of travel along the same 


road in the same direction at the 
same rate of speed will entirely 
eliminate free enterprise from the 
American scene. 


What’s the answer? I’m _ not 
sure I know all of it, but here 
are a couple of things in addition 
to straightening out the schools 
which you can help do that will 
greatly aid the preservation of 
free enterprise in this country. 


But first, why is this country 
where it is on the road to the 
left? I think the answer to that 
question can be given in one word 
ignorance. Not nearly enough of 
the American people understand 


the facts of life concerning the) 


operation of our capitalistic econ- 


; ; omy. 
What opportunities and rewards 


Every businessman knows what 
freedom of enterprise means to 
him, but how many of those on 
his payroll know what freedom 
of enterprise means to them? 
Not very many, notwithstand- 
ing the fact that it’s just as 


‘ 


important, if not more important, | 
to sell the system which makes | 
possible the production and dis- | 


tribution of’ goods and services as 





it is to sell the goods and services 
themselves. 

We all know that the judgment 
of any executive is no better than 
his information, but far too many 
of us entirely overlook the fact 
that exactly the same thing is 
true of a punch press operator, a 
machinist, a brick layer, plumber 
or truck driver. If their informa- 
tion is not right, their judgment 
cannot possibly be sound. 

If this is true, then it’s your 
responsibility and my responsibil- 
ity to see to it that those on our 
payrolls do know what freedom 
of enterprise means to them. And 
one mighty good place for us to 
start our educational effort is by 
giving our employees accurate, 
easily understood factional infor- 
mation concerning the operation 
of our companies. Here are a 
couple of simplified financial 
statements prepared for distribu- 
tion to employees. And if your 
employees are not now receiving 
this kind of information, I urge 
you with all of the emphasis at 
my command to see that they get 
it in the future. 

The second step in your edu- 
cational effort should be a regular 
and steady flow of material on 
free enterprise, what it is, how it 
operates, who benefits and why, 
to the home of every employee. 
Our associated organization, the 
Small Business Economic Founda- 
tion, puts out a continuous stream 
of this kind of material, all of it 
designed and written for employer 
distribution to employees. Some 
of the pamphlet titles are: “Let’s 
Get on With the Ball Game”: 
“Dollar Dilemma”; “One Man 
Crowd”; “Little Man in the Mid- 
cle’; “How We Prosper.” All of 
these pamphlets are available in 
unlimited quantities at nominal 
cost. I'll be glad to send a set of 
them to any one who is interested. 

The second thing which very 
badly needs to be done and which 
each of you can help do is to 
drastically reduce the size, power 
and authority and cost of govern- 
ment. The American people now 
spend more each year on govern- 
ment than they do on food. If 
that isn’t a danger signal to end 
all danger signals, then you’ll have 
to tell me what it is. 

We are told that the cost of 
government cannot be cut now 
what with the preparedness pro- 
gram, aid to Europe and the sub- 
sidizing of socialism in Britain, to 
all of which I say, nuts! 

I'd sure like to have time to 
take several large patches of hide 
off this Marshall Plan, but if I 
get started on that we'll be here 
all night. So I’ll pass it up ex- 
cept to say that in my judgment 
the money we are pouring into 
Europe now is not going to be 
any more successful in preventing 
the spread of Communism and 
World War III than the $15 billion 
we invested in the Dawes Plan in 
1924 and the Young Plan in 1930 
in preventing the spread of bol- 
shevism and World War II. Sure 
we need to help Europe, but our 
help should be held up until 
Britain and the other countries 
have first done what needs to be 
done on their internal affairs so 
our help can really do some good. 


I’m not impressed with the war 
scare. Do you remember the de- 
pression we were going to have 
the minute after the war ends? 
Everyone talked about it; it was 
the best advertised depression this 
country had ever known and then 
it didn’t happen. I think exactly 
the same thing is true of war with 
Russia. It’s the best advertised 
war we've ever had, and like the 
depression which did not occur as 
advertised, it is not going to 
happen as advertised. Mr. Truman 
has taken a leaf from Mr. Roose- 
velt’s book of emergencies. He’s 
trying desperately to get the peo- 
ple so badly scared that they’ll 
re-elect him. Personally, I don’t 
believe even the devil himself 
could do that. 

There never will be a time 
when it is possible or convenient 
far our public officials to reduce 
the size, power and authority or 
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cost of government so long as this 
is left to them. Don’t forget that 
Republicans are just as fond of 
patronage and big spending as are 
the Democrats. 

When the businessmen of the 
country, particularly the small 
businessmen, rise up and demand 
that a million bureaucrats be fired 
and that all expenses of every 
subdivision of government be 
drastically reduced, then and not 
until then will our public servants 
quit using shovels to throw away 
the taxpayers’ dollars. 

We must all take a far greater 
interest in public affairs and in 
our educational institutions in the 
future than we have taken in the 
past if we want to continue our 
republican form of government 
and continue to enjoy the fruits 
of freedom of competitive enter- 
prise. 

In closing, I want to give you 
my definition of our American 
way of life. 

Our American way of life is 
made up of many things, bath- 
tubs and automobiles; big cities 
and small towns; farms and vic- 
tory gardens; mammoth steel mills 
and village machine shops: colos- 
sal educational institutions and 
the little red school beside the 
road; churches and hospitals; rail- 
roads and air lines; chewing gum 
and ice cream; department stores 
and crossroad general stores; spe- 
cialty shops and beauty parlors; 
pool rooms and race tracks; Hol- 
lywood, Broadway and the high 
school play; laughter and sorrow; 
eagerness and despair and people 
—millions of all kinds of people— 
gathered together from all over 
the world, drawn by the magnet 
of Freedom, Opportunity and Jus- 
tice. 

Our American way of life pro- 
vides each individual an oppor- 
tunity to go as far and climb as 
high as his willingness to work, 
his skill. ingenuity and integrity 
will carry him. 

Our American way of life rec- 
ognizes that the individual has the 
right to work when and where he 
wishes, the right to worship as 
he pleases, to speak his mind on 
any subject, to meet with his fel- 
low men for any peaceful pur- 
pose, to be secure in his possession 
and to have his day in a free 
court. It also recognizes that the 
individual is superior to the State, 
that our public officials are ser- 
vants of the people and that they 
derive their just powers from the 
consent of the people. 

These things taken together 
created an atmosphere of freedom 
and an economic climate which 
made possible in the United States 
the greatest production and dif- 
fusion of wealth in the history of 
the world. and the establishment, 
for even the lowest paid workers. 
of the highest standard of living 
the world has ever known. 

Why? Because for more than 
one hundred fifty years, free men 
in a free country have been work- 
ing together to provide this better 
way of life. Let us hold what 
they have given us and go for- 
ward in the sure faith that the 
American way of life is the great- 
est blessing known to mankind 
any place on the face of God’s 
earth. 

——— 


FIC Banks Place Dehs. 


A successful offering of two is- 
sues of debentures for the Federal 
Intermediate Credit Banks was 
made April 20 by Charles R. Dunn, 


New York, fiscal agent for the 
banks. The financing consisted of 


$25,000,000 1.45% consolidated de- 
bentures dated May 1, 1948 and 
due Oct. 1, 1948, and $54,570,000 
1.55% consolidated debentures 
dated May 1, 1948 and due Feb. 1. 


1949. Both issues were placed at 
par. Of the proceeds, $29.885,000 
will be used to retire a like 


amount of debentures maturing 
May 1 and the balance of $49.285,- 
000 is new money. As of May 3, 
1948, the total amount of deben- 
tures to be outstanding will 


amount to $485,055,000. i 


The State of Trade and Industry 


(Continued from page 5) 


The decision was no easy one. There was no assurance that com- | 
panies selling raw matcrials to U. S. Steel will reduce their prices. 
Equally serious to U. S. Steel is the certainty that they will not know 
what gamble they have taken on their employee relations until the | 
time for the next labor contract comes up. 

There is resentment in steel labor circles. This is true because 
coal miners have almost always been able to get what they asked for. 
U. S. Steel will face this resentment next year. It seems certain this | 
week that two-year contract periods are out the window. It was this 
part of the contract that tied Philip Murray’s hands. With a firm 

no” he could do nothing but accept and charge that there had been 
no real collective bargaining on the wage question, “The Iron Age” 
points out. 
U. S. Steel Corp., whether its plan is an immediate success or 
not, has stopped the third round of wage increases in the heavy 
industries unless reconsideration comes later. 


For a great many steel companies the new freight rate boost will 
add 50¢ to the cost of raw materials going into a ton of finished steel. 
Some will get off easier but others figure it nearer to 75¢. Under 
resent circumstances it is not likely that this increase will imme- 
diately be passed along to the consumer, this trade authority adds. 

The new rate on steel products—50% higher in the East than in 
ate 1946—will have its most serious effect on fabricators who have 
been depending on mills at some distance from their plants. A scram- 
dle to turn up new sources to replace suppliers forced to withdraw 
from distant markets is in the making. 

Steel firms will study closely the Supreme Court decision which 
ruled against the basing point setup in the cement industry, since the 
Federal Trade Commission has a similar case against the steel indus- 
try. If the basing point system should eventually be ruled out in steel 
the dislocation of marketing and selling practices would be severe for 
the steel firms and their customers, the magazine concludes. 

The American Iron and Steel Institute announced on Monday 
of this week the operating rate of steel companies having 94% of 
the steel-making capacity of the industry will be 86.6% of capac- 
ity for the week beginning April 26, 1948, an increase of 6.6 
points, or 8.2%. This compares with 80.0% last week. A month 
ago the indicated rate was 88.3% revised. 

This week’s operating rate is equivalent to 1,560,900 tons of 
steel ingots and castings as against 1,442,000 tons last week, 1,591,- 
600 (revised) tons a month ago, 1,686,906 tons, or 96.4% of the old 
capacity one year ago and 1,281,210 tons for the average week 
in 1940, the highest prewar year. 


FREIGHT LOADINGS SHOW SHARP RISE FOR WEEK 

Loadings for the week ended April 17, 1948, totaled 785,668 cars, 
according to the Association of American Railroads. This was an in- 
crease of 101,816 cars, or 14.9% above the preceding week. This in- 
crease over the previous week was due to partial resumption of coal 
production and heavier ore loadings. They represented, however, a 
decrease of 80,176 cars, or 9.3% below the corresponding week in 
1947, but an increase of 134,825 cars, or 20.7% above the same week 
in 1946 when coal loadings were severely reduced by labor troubles. 
ELECTRIC PRODUCTION LOWEST SINCE JAN. 3 WEEK 

The amount of electrical energy distributed by the electric light 
and power industry for the week ended April 24, 1948 was 5,027,280,- 
)00 kwh., according to the Edison Electric Institute. This was 59,546,- 
)00 kwh. below the 5,086,826,000 kwh. turned out in the preceding 
week and was the lowest output reported since that for the week 
nded Jan. 3, 1948—a holiday week—in which period 4,868,011,000 
kwh, were produced. The peak was reached in the Jan. 24, 19468 
week when production totaled 5,436,430,000 kwh. The April 24 week 
figure was 359,283,000 kwh., or 7.7% in excess of that for the corre- 
sponding week last year and was the 16th consecutive week that out- 
put exceeded the 5,000,000,000 kwh. mark. 


AUTO OUTPUT HIGHER FOR WEEK NOTWITHSTANDING 
COAL STRIKE 

Production of cars and trucks in the United States and Canada 
last week advanced to an estimated 105,242 units from last week’s 
104,761 (revised) total, according to “Ward’s Automotive Reports.” 
This compares with 102,447 units in the like week of 1947 and 108,165 
in 1941. 

The agency warned, however, that the coal mine dispute may 
cost upwards of 300,000 cars and trucks, 

Commenting on the coal-steel situation, Ward’s said “both Gen- 
eral Motors and Chrysler will lose at least two full weeks of produc- 
tion and that Ford’s near-future prospects appear adversely affected 
by reduced deliveries of steel and iron.” Ford currently is changing 
over to 1949 model cars. 

General Motors will close a number of plants starting tonight in 
lay-offs to affect about 200,000 workers. 

NEW BUSINESS INCORPORATIONS OFF 10% IN QUARTER 

New stock company incorporations increased during March as 
eompared with the short February month, but fell below the cor- | 
responding 1947 period for the third month in succession. March 
charterings in the United States totaled 9,346, according to the latest 
compilation by Dun & Bradstreet, Inc. 

This represented a gain of 18.7% over the February figure of 
7,873, but it was 8.8% below the 10,247 recorded in March 1947. 


New business incorporations during the first quarter of 1948 ag- 
gregated 28,219 as against 31,470 during the like period of 1946, a drop 
of 3,251, ar 19.3%. Thirty-five states showed a decrease in the rate | 
of incorporations during the first quarter of this year as compared 
with a year ago, while 13 reported advances. 


BUSINESS FAILURES SHOW LITTLE CHANGE 

Varying only slightly from the previous week, commercial and 
industrial failures numbered 100 in the week ending April 22, reports 
Dun & Bradstreet, Inc. This total compared with 101 casualties a 
week ago and 66 in the corresponding week of 1947. While businesses 
failing were over five times as numerous as in the low years of 1945 
and 1946, they fell far short of the pre-war level, claiming less than a 
third as many as the 326 occurring in the comparable week of 1939. 

Failures involving liabilities of $5,000 or more continued to pre- 
dominate, while small failures with losses under $5,000 increased, In 
both size groups, the rise from 1947 was marked, with the larger cas- 
ualties up from 56 a year ago and the small casualties twice the 10 
reported in the same week of that year. 





A slight decline occurred in retailing and wholesaling fail- 
ures, but mortality in all other industry and trade groups in- 
creased. Despite a downturn from 47 last week, retail trade with 
40 had the largest number of failures, almost twice as many as 
last year. The week’s sharpest rise appeared in commercial serv- 
ice where 16 concerns failed, two times the eight a week ago. 


FOOD PRICE INDEX RISES 1.3% IN LATEST WEEK 


The steady rise in foods during the past month and a half, with 
the one exception of a mild drop recorded two weeks ago, has carried 
the Dun & Bradstreet wholesale price index for April 20 to $6.85, the 
highest level since Feb. 3 when it stood at $7.14. This represents an 
advance of 1.3% over the $6.76 of a week ago, and a rise of 3.6% over 
the Feb. 24 and March 9 low of $6.61. At this time last year the index 
registered $6.06. 


COMMODITY PRICE INDEX TURNS LOWER AFTER EARLY RISE 


After advancing to 288.22 on April 15, the highest level since 
Feb. 6, the Dun & Bradstreet daily wholesale commodity price index 
turned downward to stand at 286.80 on April 20. This compared with 
286.14 a week earlier and with 257.74 on the comparable date of last 
year. 

Irregular movements featured the leading grain markets last 
week with corn again taking the spotlight. 


Wheat prices closed slightly below a week ago after fluctuating 
nervously. The bread cereal displayed considerable resistance to the 
downward pressure at times, aided by continued buying of cash wheat 
by the government, coupled with reports of continued hot and dry 
weather over a large part of the southwestern wheat belt. Corn was 
the leader in activity. Prices rose steadily most of the week but 
turned downward in late dealings to finish sharply below a week 
ago. The decline was prompted largely by profit-taking, increased 
receipts at terminal markets and slow processor demand. Flour prices 
held in a narrow range as most buyers continued to limit purchases to 
nearby needs. Lard showed strength as prices advanced to best levels 
in more than two months, aided by better domestic demand and ex- 
pectations of heavy government buying of fats and oils. Hog values, 


however, trended gharply lower due to extremely heavy market re- 


ceipts. Cattle prices were steady while lambs finished sharply higher. 
Coffe¢ prices were steady and firm all week, but cocoa showed some 
easiness at the close. 
Cotton markets continued strong with prices reaching new 
high ground for the season. 


The New York spot quotation showed a net rise of 42 points for 
the week, following a gain of 128 points in the preceding period. The 
market was buoyed by strong speculative demand and fairly active 
mill buying induced by recent improvement in textile markets. An- 
other factor was the prospect of a tightening supply situation before 
the new crop begins to move. 

Activity in cotton textile markets was relatively quiet last 
week with volume of sales considerably below that for the previ- 
ous week. Prices showed little change from a week ago. 


RETAIL AND WHOLESALE TRADE MODERATELY HIGHER 
FOR WEEK AND ABOVE SAME PERIOD OF 1947 

There was a moderate increase in consumer purchasing during 
the period ended on Wednesday of last week and and total dollar 
volume continued to compare favorably with that ot the correspond- 
ing week a year ago, according to Dun & Bradstreet, Inc., in its cur- 
rent survey of trade. Summer clothing attracted considerable atten- 
tion in some areas and continued mild weather encouraged the buying 
of seasonal merchandise. Consumers remained selective and stressed 
good quality at moderate prices. Collections generally, it was re- 
vealed, were prompt. 

Promotions of lightweight ciothing attracted many shoppers, 
with jackets, coats and dresses selling well. 

Spring millinery remained popular and gloves and handbags were 
in large demand. Response to clearance sales of furs was slight and 
the buying of jewelry and other luxury items remained somewhat 
sluggish. Men’s suits sold well with emphasis on seersucker and 
worsted gabardines. There was, however, some resistance to high- 
priced items. The demand for shoes continued to be somewhat below 
that of a year ago. 

Food volume was steady and high, with patronage of small 
independent stores somewhat on the increase. 

The buying of fresh fruits and vegetables moderately exceeded 
that of previous weeks, with dairy products continuing to sell well. 
Many housewives increased their purchasing of canned foods, with 
meat and butter substitutes continuing to be sought. A slight decrease 
in the demand for confectionery and baked goods in some areas was 
attributed to warm weather. 

Notions and articles for interior decorating were heavily pur- 


' chased, with spring cleaning preparations continuing to sell well. 


Hardware volume increased moderately, with promotions stressing 
gardening tools and equipment. Seeds, bulbs and shrubs were also 
in large demand. Lawn and porch furniture was steadily purchased 
and awnings and summer rugs attracted favorable attention. 


Retail volume for the country in the period ended on 
Wednesday of last week was estimated to be from 8 to 12% above 
that of a year ago. 

While there was a slight decline in buyer attendance at the 
wholesale centers, the volume of mail orders for most types of mer- 
chandise increased considerably. Many retailers sought to replenish 
their stocks of spring and summer goods with the result that total 
order volume for the week somewhat exceeded that of the preceding 
week. Wholesale dollar volume was moderately above, while unit 
volume was almost unchanged from the 1947 level. 


Department store sales on a countrywide basis, as taken from 
the Federal Reserve Board’s index for the week ended April 17, 1948, 
increased by 8% from the like period of last year. This compared 
with an increase of 13% in the preceding week. For the four weeks 
ended April 17, 1948, sales increased by 6% and for the year to date 
increased by 6%. 

Here in New York retail trade was active last week stimu- 
lated by promotional merchandise for seasonal selling. Whole- 
sale markets on the other hand displayed a cautious tendency 
with a greater emphasis than heretofore on middle-priced goods. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period to April 17, 1948, 
increased 6% above the same period last year. This compared with 
an increase of 10% (revised) in the preceding week. For the four 
weeks ended April 17, 1948, sales increased by 5% and for the year 
to date by 5%. 
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The Prospects for a Bull Market 


(Continued from page 4) 
ments must result from a given set 
of economic and financial circum- 
stances. 
from the fact that the elaborate 
statistical studies cannot and do 
not predict human psychology. 

Without attempting here to 
prove the thesis, it is suggested 
that sudden slumps occur when, 
and only when, serious optimistic 
excesses have occurred. The liqui- 
dation of these excesses, whether 
they be an over-production of 
goods, over-extension of credit, or 
over-speculation in securities, is 
started by the first who take 
fright. Depending upon the de- 
gree and extensiveness of the ex- 
cesses, liquidation spreads and at 
some point becomes forced and 
this generates the well-known 
law of the falling market. The 
losses are purely financial, but 
they depress, in time, the more 
basic, physical, economic activi- 
ties. 


Optimistic Excesses Lacking 


Before looking for excesses in 
the present boom we ought first | 
to realize that excesses are rela- 
tive. A production of 3 million 
passenger cars would probably 
have been excessive in 1919, but 
it was not excessive in 1927. 

To describe present production 
of goods as excessive it is said | 
by some that current incomes and 
savings are not large enough to 
move current production at cur- 
rent prices. One proof depends | 
upon a statistical analysis which | 
applies a consumers’ price index | 
to individual take-home pay which | 
which shows that real wages have 
been declining since 1944. Such | 
an analysis shows only that the | 
cost of living index has been ris- | 
ing faster than the average in- | 
come of wage earners. There are | 
many perils in drawing conclu- 
sions from aggrégates and aver- 
ages, but the conclusion may be 
more easily refuted on other, gen- 
eral grounds. 

In the first place, the outcome 
of this state of affairs may be a 
further rise in wages rather than a 
collapse in prices. 

One who fears, on the basis of 
aggregates, that personal incomes 
and savings are insufficient to | 
purchase current production ought 
to consider, for one thing, that in 
the aggregate, consumers have re- | 
sources in Savings Bonds alone | 
of over $52 billion, of which $31 | 
billion are in Series E Bonds. 
These figures are _ respectively 
28% and 17% of the annual rate of 
$184 billion of disposable personal | 
income in the fourth quarter of | 
1947. These Savings Bonds alone, | 
if consumers choose to cash them | 
and spend the proceeds, could | 
take care of any possible aggre- 
gate deficiency in incomes for a 


long time. But, again in the ag- | 


gregate, people were still saving | 
monéy in 1947, In the fourth quar- | 
ter they were doing so at the an- 
nual rate of $11.2 billion. 

What is one man’s cost is an- 
other man’s income. If the rising 
cost of food progressively pre- | 
vents more and more people from | 
buying automobiles, it means for 
one thing that there is a shift in 


the flow of incomes from those in | 


the automobile industry to those | 
in the food industry. Money spent | 
for food does not disappear from | 
the economy. And if those in the 


food industry do not buy enough | 


additional automobiles to com- 
pensate for the loss in sales to 
those who could no longer afford 


things being equal, there will be 
a drop in the production of auto- 
mobiles. But, that, in turn, of it- 
self, need not cause a drop in the 
total national product. It depends 
upon what those in the food in- 
dustry do with their money. What 
we are concerned with here is 
the possibility of a slump in the 
total economy. 

Slumps in individual lines, like 
radios, appearing successively, 
are not bearish on business as a 


The errors might result | 


| curate analysis. 


whole. Such developments have 
been called selective adjustment. 
One might theorize that an econ- 
omy could continue in good 
health indefinitely so long as ad- 
justments are successive rather 
than simultaneous. 

In spite of the rise in the cost 
of food, the figures on food con- 
sumption show that the present 
proportion of incomes spent on 
1ood is voluntary on the part of 
consumers, and not forced, as 
some suppose. The per capita con- 
sumption of meat, for example, 
was about 156 pounds both in 
1946 and in 1947, as compared 
with 131 pounds in 1929 and 133 
pounds in 1939. Most of the im- 
provement in diet obviously has 
taken place among those of lower 
incomes. In continuing to pur- 
chase more of these higher-priced 
foods than they used to before 
the war, evidently they feel that 
their present incomes are ade- 
quate to maintain the better 
standard. 

It is said that now that pipe- 
lines are filled the stimulus of in- 
ventory accumulation is about to 
disappear. This, however, does not 
foretell a general, serious deterio- 
1ation in business conditions, since 
the building of inventories is not 


|'a requisite to any particular level 
of ‘business activity. 


Present in- 
incidentally, are not 
excessive relative to activity. 
Manufacturers’ inventories, for 
example, are 2.4 times as large, 
in value, as they were in 1939, 


ventories, 


| but the present rate of gross na- 


tional product is more than 2} 
times that of 1939. At the end of 
1947 department store _ stocks, 
seasonally adjusted, were 2.8 
times, in value, their 


| average, but their sales, seasonally 


adjusted, were more than 3 times 
|}as large as they were in that 
| period. 

The word “pipeline” is a gross 
metaphor which, like all meta- 
phors, is rather useless for ac- 
Those who de- 
scribe filled pipelines will realize, 
if they extend their metaphor, 
that all piping systems work best 
|when they are filled. Further- 
more, are the steel, automobile, 
oil, gas, electric power, and hous- 
ing pipelines filled? 


A high general level of pro- 


' duction is not in itself an excess 


that has to be liquidated. Pro- 
| duction produces not only goods, 
but also a corresponding pur- 


chasing power. That purchasing | 


power is, to a large extent, free 
to choose its outlets. Over-produc- 


| tion is a relative matter of prices | 


competing with other prices. Rel- 
| ative over-production in one field 
need not bring down with it the 
whole economy. The bear market 
|in movie stocks last year did not 
prevent a bull market in oils. 


This writer rejects the Marxian 
doctrine and its derivatives which | 
| contend that private capital en-. 
|terprise must inevitably meet! 
| periodic crises of over-production. 


This is not the place to argue the 
_refutation. It is mentioned only 
because we have been, perhaps 


unwittingly, infected with that 
' thinking, just as we have been 


infected with related doctrines | 


that have influenced economic 
legislation in 


schedule is only one example. 


We have been unused to full 
peacetime production and em- 
ployment in this country for so 
long—16 years—that we are un- 


| duly frightened by it. 
them, then, of course, all other | 


The present high level of pro- 
duction is not only filling cur- 
rent needs, but is also compensat- 
ing for the neglect of plant, equip- 
ment and housing since the great 
depression. It is attempting to 
accommodate the requirements of 
a population that has increased 22 
million, or 18%, since 1930, and 
13 million, or 10%, since 1940, 
and the demands of the rest of 
the world. For years we shall be 
called upon to fill the void left 
by the great producing and trad- 


| 1944 


1935-39 | 
,of American industry.”! 


this country, of | 


|which our self-destructive tax | 


ing nations of England, France, 
Germany and Japan. 

The postwar boom is only two 
years old. That is hardly time 
enough to generate general ex- 
cesses of optimistic speculation, in 
view of the size of the demands. 

As there has been no general! 
excess of production, so too there 


has been no excess of optimism in | 


the stock market, where the lack 
of bullish speculation is so well 
known that it is unnecessary here 
to provide the proof in figures. 


Savings and Capital Investment 


Concern is being expressed over | 
the fact that the rate of savings | 
has declined sharply. This, 
said, will restrict the industrial 
activity resulting 
formation. Annual personal sav- 


ings,.as estimated by the Depart- | 


ment of Commerce, have steadily | 
declined from a peak of $35.6 bil- 
lion in 1944, when they were 
i9.5% of the national income, to} 
$10.9 billion in 1947, when they 
were 5.4% of the national income. 
The average annual rate of per- 
sonal savings during the 1935-39 


it is | 


from capital | 


| 9eriod was 3.9% of the national 


— 

must be obvious that the 
déaatie decline from 1944 is not 
serious, since that war year was a 
period of an extraordinarily high 
rate of saving. In spite of the de- 
cline in personal savings, the rate 
of investment in 1947 remained 
‘very high. As estimated by the 
Department of Commerce, the 
gross private domestic investment, 
which ineludes the acquisition of 
|.adwellings, was in 1947 $27.8 bil- 
| lion, 12.1%. of the gross national 
|product. The difference between 
|-personal savings and gross invest- 
|ment-came mainly from business 
| earnings. Expenditures on new 
| plant and equipment in all indus- 
| tries, exclusive of agriculture, was 
in 1947 $15.7 billion. Expenditures 
|}on producers’ durable equipment 
were $17.9 billion, 7.8% 
gross national product, a percent- 
age greater than in any other year 
on record. These figures on the 
| capital formation in the economy 
| are not highly accurate for a va- 


|riety of reasons, but they are the 
best approximations we have. 
Some figures are given in Table I 
for purposes of comparison. 


TABLE I 
(In billions of dollars) 


“% of 
Nat’] Nat'l 
Income 
87.4 3.7 
67.0 2.6 3.9 
182.3 35.6 1 
182.8 29.0 1 
1946 178.2 14.8 


1947 ___ 202.6 10.9 5.4 
As Professor Sumner H. Slichter 


Personal 
Year 

Ife) ...-.-. 
1935-39 avg. 


1945 


9.! 
5. 
8. 


points out, “Never have individual | 
savings been sufficient over the | 


long run to meet the capital needs 


Moreover, as with many de- 
velopments, there is a bullish as 
| well as a bearish interpretation of 
the decline in savings. The bullish 
aspect of the figures on savings 
is that they show a strong inclin- 
ation to spend. It is the con- 
sumers’ temper and spending hab- 


| its, after all, which determine the 


activity of the producers. 


Although the figures in Table I 
are sufficient grounds for argu- 


ing that both personal savings and | 


investment have been adequate 
during the past two years they are | 
only paltry considerations in any | 


discussion as to whether there will | 


be sufficient free capital to fi- 


The Government is offering to | 
convert into cash for an indefinite | 
time up to $97 billion of Treasury 
bonds. These are the bonds which | 
are being supported in the open 
market. 
have the will to continue capital | 
expenditures they can easily find | 
the fresh capital to do so so long 
as the Government supports its 
bonds. In the vigorous discussions | 
over the policy of market support | 
'Mr. Beardsley Rum! says, “I feel | 
|it can be taken for granted that 


the legal powers will be provided | 


to permit the Federal Reserve 
to purchase the entire public debt 
if it becomes agreed public pol- 
icy for it to be able to do so.” 2 
(Italics ours). Such a prospect of 
another great deluge of money is 
indeed staggering. 

It is said that there is insuffi- 
‘cient equity capital. There is at 
present $600 million in customers’ 
free credit balances with Stock 
Exchange firms. Early in 1946 
customers’ debit balances were 
over $1 billion; now they are 
only $600 million. In 1946, the 
year of the largest amount of stock 
financing since 1930, $1.5 billion 
of new capital was raised through 
common and preferred stocks. If 
investors were disposed -.to using 
their cash assets and credit on 
|their present holdings, it is evi- 
dent that sufficient funds would | 


1 The State of Business, 
mercial 
1948. 

2 The Interest Rate Problem, The Com- 
mercial & Financial Chronicle, March 
18, 1948. 


Savings Income 


4.2% 


nance future capital requirements. | 


If borrowers and lenders | 


The te 
& Financial Chronicle, Jan. 8, 


Expend ‘, of 
on Prod Gros 
Durable Nat’) 


Grcss “ of 
Gross Private Gross 
National Dom. Nat’] 
Product st. Product Equip Frod 
103.6 5. 15.2% 6.4 9.2% 
84.0 : 9.7 
210.6 5. 7 
aia 9. =e 
203.7 12.1 1 
229.6 12.1 l 


'be available without even resort- 
ing to $52 billion of Savings 
Bonds. A _ rising stock market 
would help provide not only the 
|incentive to invest, but also, ad- 
| ditions to capital in the hands of 
|stockholders. Though they may 
not be so sound as real savings 
and earnings, profits in a rising 
stock market have furnished in 
the past considerable amounts of 
capital. 

We hear a great deal about ris- 
ing interest rates at a time when 
industry needs still more capital. 
It is said that money is becoming 
harder to get, that there will soon 
be a shortage of capital. 

| In the meaning intended in the 
| phrase * ‘shortage of capital’ capi- 
tal is a qualitative description of 
money, not a quantitative descrip- 
‘tion. In a credit and deposit 
banking system, the quantity 
available for investment depends, 
| within the limits of the total 
|/money supply, at all times, even 
‘under the extremes of the best 
or the worst business conditions, 
|upon the willingness of the hold- 
ers of money to invest in the 
future. At the present time pri- 
vate individuals and institutions 
could, if they would, convert, from 
bank deposits great amounts, and 
|in other ways fantastic amounts, 
into investment capital for indus- 
)try. 
The statement that capital is 
| becoming harder to get is, there- 
| fore, misleading unless it is quali- 
fied by the phrase “at the former 
price.” In an inflation, it is only 
|'to be expected that investors, like 
all others, will ask rising prices. 
Current corporate bond yields of 
about 3%, induced by the Gov- 
ernment’s easy money and support 
policies, are absurdly low when 
compared with the rate of 5-6% 
in the late Twenties and with gen- 
eral conditions today. 


Emergence From Pessimism 


Because there have been no 
optimistic excesses so far in the 
postwar boom, there is no reason 
to expect waves of liquidation 
which would seriously depress 
| business activity or send the stock 
| market down. What, then, are the 
| prospects for a bull market in 
| stocks? 

In June, 1946, Barron’s 50 high- 
| grade stocks were selling at 28 
'times year-ended earnings. That 
was an all-time high; the cor- 
{responding high in 1929 was 21 





of the) 


times; in 1933, 22 times, in 1937, 
18 times, and in 1938, 25 times. 
The peak of 1946 stock prices was 
clearly expressing an extreme of 
optimism. 

Since 1946 sentiment has stead- 
ily deteriorated and the price- 
earnings ratio of the same group 
of stocks has steadily declined to 
9 times year-ended earnings. This 
is close to the 1932 and 1942 lows 
of 7 times earnings, and thus close 
to an extreme of pessimsm. After 
falling steadily for 15 months the 
figure has levelled since Septem- 
ber, 1947 to between 9 and ‘10 
times earnings. 

The broad, long surges of opti- 
mism and pessimism towards se- 
curities is very similar to the 
phenomenon in_ the _ physical 
sciences described by the law of 
mass action. The movement is 
started by a few who lead; the 
sentiment spreads contagiously 
and draws larger and larger num- 
bers with increasing vigor until 
it reaches a_ saturation pomt. 
Often, but not always, the satura- 
tion point occurs in a spectacular 
climax. 

Technical studies, by which we 
mean analyses of what has been 
taking place in the market itself. 
without reference to the causes of 
such action, show that the pes- 
simism towards stocks has spent 
itself. One such study is a mev- 
ing average of the total number 
of stocks advancing and a com- 
panion curve showing the total 
number of stocks declining. These 
curves describe the market as a 
whole, rather than a_ selected 
group such as the Dow Index. 
This is a useful study, which 
showed, for example, as early as 
December. 1945, that the 1945 rise 
was diminishing in breadth. Fewer 
and fewer stocks were participnat- 
ing in the advance. In June, 1946, 
this study showed positively that 
the market had been weakening 
decisively. 

Since the 1946 break. which we 
shall call the first, we have had 
two broad downward movements, 
the second from February to May, 
1947 and the third from August, 
1947 to February, 1948. In the 
second decline, the moving aver- 
age of the number of stocks de- 
clining fell short of the first peak, 
and in the third decline the aver- 
age again fell short of the second 
peak. Clearlv. downward pressure 
on the market as a whole has 
diminished in breadth during each 
of the past two declines. 

Since the 1946 break. we have 
had two broad voward move- 
ments. the first from October, 
1946 to February, 1947 and the 
second from May to August. 1947. 
In the second rise the moving 
average of the number of stocks 
rising exceeded the peak of the 
first rice. Clesrly in the last im- 
portant rise the breadth of op- 
timism increased. 

The condition of the market as 
a whole has strengthened through- 
out the long period since the fall 
of 1946. 

We shall not tediously describe 
other technical studies of the 
market which show that pessi- 
mism has dissipated, that there- 
fore the bear market is probably 
completed. 

There is one interesting circum- 
stance that was characteristic of 
the past two bear market bot- 
toms, which is so far missing here. 
At the 1938 bottom. which was 
spectacular, and at the 1942 bot- 
tom. which was unobtrusive, the 
vield on Barron’s 50 stocks rose 
sharplv, anid for only a verv short 
time. to between 9% and 10%. At 
the hichest in the latest bear mar- 
ket. this yield rose only to 58% 
last February. There is not, how- 
ever, such regularitv in these 
matters that one should rely unon 
them. Moreover, that the yield 
this time did not rise to 9% may 
be explained by the fact that now 
the percentage of earnings being 
paid out in dividends is smaller 
than formerly. 

What. then, are the prospects 
for sentiment to turn around and 
rise once more from a 9-times- 





~~ -— = 


SS tc Om] 0 = HK mw Ae 


oa 
— 


by < 








ys 


\e ee ad 


+ ‘tw we eS 


+ Se te -_ 


™ 


AVS NS OS mee OY IL ML em em ie te tl Oe flO 


mV 





Volume 167 Number 4694 





THE COMMERCIAL & FINANCIAL CHRONICLE 


(1903) 43 





earnings level to a 20-25-times- 
earnings level? 

The most important factor in 
these turning points, which are 
foHowed by long-term movement, 
is fatigue. People weary, both of 
being bull’sh and of being bear- 
ish, but especially of being bear- 
ish. lf they have been waiting to 
buy stocks at lower prices they 
eventually tire. No particular de- 
velooments, dramatic, obvious, or 
otherw'se, are necessary to turn 
the curve of sentiment, but a 
sharp rise in the market will alert 
these who have been wait:ng, and 
at an early point in the turn we 
usually have a stampede. As al- 
ways, however, events will be 
found to 
Many serious and successful stu- 
dents of the marketplace consider 
these evens almost irrelevant. 
Their attitude seems correct when 
we recall that in the past the same 
kind of development has been 
used to expla’n both a rise and a 
fall in the market. 

We might mention some pros- 
pect:ve develooments which would 
“explain” a rising market. 

First, of course, is the prospect 
of a rearmament program and 
deficit spending. These, and the 
Foreign Aid Program, would be 
obvious in accounting for perhaps 
a dramatic bull market. The 


Treasury Department is studving | 


the whole problem of tax revision 
and there seems to be a reason- 
able prospect of reform in the 
double taxation of dividends and 
in’ the taxation of capital gains. 
The recent easing of margin reg- 
ulations regarding switching in 
wnder-margined accounts may be 
the prelude to later reduction of 
margin requirements. 

Supporting an improving atti- 
tude toward common stocks will 
be continved high earnings and 
the spreading realization that we 
are not going to have that de- 
pression for some time. 

Once sentiment turns upward 
from the present 9-times-earn- 
ings level. precedent suggests that 
it will not return to it until it 
has gone to about the 20-times 
level. The Dow stocks are cur- 
rently earning at the annual rate 
of about $19 per share, which is 
only $1 a share less than they 
earned in 1929. If our interpreta- 
tion is incorrect and earnings de- 
cline. say to $10 per share. an im- 
proving sentiment toward stocks 
to a 20-times-earnings level would 
carry the Dow to 200. It would 
not be strange for stocks to rise 
while earnings are falling. But 
if we are correct and earnings 
continue, then we ougnt to see 
the Dow close to 400. which per- 
haps seems a little too fantastic 
to” discuss row. But the Dow at 
300 over the next few vears would 
not be wild speculation, but a 
moderate ratio of 15 times earn- 
ings. 

If the Government in its sup- 
port policy should buy the entire 
federal debt a spectre presented 
bv Mr. Ruml, earnings and divi- 
dends would hardly be anv con- 
sideration in the conversion of 
deteriorating money into property 
through common stocks. The in- 
crease in the money supply in 
this fashion would be more snec- 
tacular than it is in deficit snend- 
ing and the flight from dollars 
would be spirited. 


The Future of Dollar 
Measurements 

It is the thesis here that the 
present general level of business 
activity. as measured in ‘dollars of 
national income, will continue, 
even without a rearmament boom, 
until we develop gross, wide- 
spread excesses of optimism. A 
rearmament boom would onlv 
aggravate the inflation through 
which we are passing and might 
finally produce the wild excesses 
of inflation about which we have 
been warning ourselves tor the 
past two years. ‘hose excesses 
might coincide some years hence 
with the restored production of 
Europe, at which time we should 


rationalize the change... 


perhaps begin to look for defla-| billion, and our total supply of; is suggested that ordinary fluc- | highest-grade common stocks are 


tion. 

The outstanding financial cir- 
cumstance of the postwar era, and 
probably for generations to come, 
is the gigantic increase in our 
money supply. As measured by 
demand deposits adjusted and 
money in circulation, our money 
supply amounts to $112 billion, 
3.1 times what it was at the end 
of 1939, 4.3 times what it was in 


| 1929. 


As the New Deal discovered, an 
increased supply of money will 
not alone produce a comparable 
rise in business activity. But it 
is having that effect now, for rea- 
sons we shall not fully go into 
here. 

Money is nothing if it is not a 
claim on goods. As pointed out in 
a previous article? by the writer, 
the flood of money poured into 
the hands of virtually all families 
during the war created the illu- 
sion of wealth. That we did not 
have a straight-line inflation im- 
mediately after the war is ex- 
plained by the temper of the peo- 
ple. They held back their claims 
on goods so long as they expected 
the depression that was widely 


forecast by government econ- 
omists. 
To pay individuals for their 


wartime labors, the Government 
had at the end of 1947 created at 
the banks $67.5 billion, and had 


added on its books what is called | 


a “debt” of $199 billion. So long 
as it supports the market for that 
“debt” a potential $199 billion was 
created. The $67.5 billion differs 
from printing-press money in only 
two respects. While it is out, the 
Government pays interest on it, 
and the entry on the books as a 
“debt” expresses an intention to 
extinguish that money in time by 
means of the taxes that will retire 
the ‘‘debt.”’ 

That “debt” of $67.5 billion is 
quite different from the loan be- 
tween individuals, in which a 
claim on goods is temporarily re- 


nounced by the lender and trans- | 


ferred to the borrower. It resem- 


bles, rather, the bank 


goods which neither the lender 
nor the borrower has earned. It 
is sometimes said that the banker 


simply lends funds entrusted to) 
That is not an accurate de- | 


him. 
=cription, because the original de- 
positor can still use his money 


after the banker has “lent” it to} 


another. Likewise, as with the 
bank loan, in the process of pay- 
ing off the government debt at 
the banks, the money involved 
disappears. 

To the extent that unearned 
claims on goods are created, as in 
the bank loan, and in the govern- 
ment “debt” created at the banks, 


the previously outstanding, earned | 


claims are diluted. Until the 
newly created money 
guished, the old claims have to 


compete not only with themselves, 


but with the new claims as well. | 


There is a profound question of 
ethics in this process, 
scarcely recognized. 
process is done on 
the last war the result, of course, 
is simply inflation. The Govern- 
ment “borrowed” at the banks a 
quantity of money greater than all 
the money that was in existence 
in the country at the time. The 
value ef our money, our ciaims 


When the 


on goods, has been greatly diluted. | 
1935-39 you! 
saved $1,000, it is worth in terms | 


That is why, if in 
of goods today only $500-$600, de- 
vending upon what you want to 
buy. In effect, you have already 
lost $400-$500. 
recompense for half of the ser- 
vices you gave in 1935-39 to ac- 
quire that $1,000. 

In the past, peacetime booms 
have been financed very largely 
by bank loans. In 1929, we pro- 
duced goods and services valued 
at $104 billion. To do this we car- 


ried bank loans amounting to $4: 

3 Meaning of the War Debt, The Com- 
merc’al & Financial Chronicle, Dec. 25, 
1947. 


loan, in| 
which there is created a claim on! 


is extin-| 


which is/| 


the scale of | 


You will get no| 


of their people at the time. 


| money was about $26 billion. 


/nanced predominantly by 


_Government during the war. 


$230 billion. Bank loans at the 


| $114 billion. 


a dangerous device in modern 
economies. It is dangerous in that 


future to overextend themselves. 


mand for products forces liquida- 





|the excesses are general, the 
markets to produce widespread 
losses and then sharp declines in 


business activity. 





example, they should aggravate 


|declines very much less than for- | 


merly. A decline now in any mar- 
_ket will not result in the calling 
|in of the wartime-created money. 
That is why a fall such as we saw 
|last February in the commodity 


| markets will not by itself generate | 


'a spreading collapse. 

| Table II shows the relation of 
bank loans and of money supply 
to the gross national product in 
previous years. 


uct will rise in proportion to the 


increase in money supply, but it) 


| This postwar boom is being fi- | 
the | lar 
|} money created and spent by the | product, national income, and cor- 
The ; porate earnings much below pres- 
gross national product in 1947 was | ent levels, for the simple reason 


it permits men who misjudge the | 
A sharp fall in markets or in de- | 
tion to protect the bank loans; if, 


forced liquidation spreads to other | 


Since bank loans in this boom | 
are only one-half as large in re- | 
lation to the national product as | 
they were in the 1929 boom, for | 


It is not intended | 
to suggest that the national prod- | 


| tuations in business activity wili 
not for a long time carry the dol- 
measurements of national 


that the dollar will be far less val- 


end of last year were $43 billion, | uable than it was before the war 
and our supply of money totaled; The next drastic decline, if and 


| when it occurs, will probably start 


Bank credit is both a useful and | from a much higher level of na- 


| tional product than we have now. 
| At that time there will be, how- 
ever, conditions that will help 
| stabilize income and which were 
not present in previous slumps. 
We have written into our economy 
unemployment insurance, old- 
age benefits, pension and welfare 
funds, private hospitalization 
funds, and deposit insurance. To 
service its internal debt alone, the 
Federal Government is annually 
collecting and redistributing $: 
billion, which, incidentally, is not 
included in the Department of 
Commerce’s summary of nationa! 
income and product. Under ad- 
verse conditions when it woulc 
be difficult to collect taxes to meet 
its expanded expenditures and tc 
service the debt, the Government 
would again devise a way to prini 
money. 

This is not to say necessarily 
| that we are cr will be as prosper- 


ous as we were in the late 20s. 
when the national income was les: 


than half what it is now. In many 
respects, large groups of the po- 
_pulation are not so prosperous to- 
day as the same groups were then. 


TABLE II 
(In billions of dollars) 


Gross Total Loans + of Gross Money Ratio of 

National All Banks National Supply G.N. Prod. to 
Year Product End of Year Product Endof Yr. Money Supply 
tS *76.5 ¥24.7 32.2% 721.2 3.6' 
0 ee *85.0 730.7 36.1 t2a.4 3.6 
aes 103.8 41.9 40.4 26.4 3.9 
PP ian nawe ssa 90.9 38.0 41.8 24:6 3.7 
i, Ss | 75.9 31.4 41.4 21.9 3.5 
EIA cb nicl atin 58.3 26.1 44.7 20.4 2.9 
EI tonkte wanens wists 55.8 22.1 39.6 19.8 2.8 
Co) ee 64.9 20.4 31.4 23.1 2.8 
1935-39 avg. ___-_- 84.0 Shaw 25.6 31.1 re § 
RE ives fastianng de etm on @ ae 210.6 26.0 12.3 90.4 2.3 
PII pie si} oy > edo enew an wo fe 213.1 30.4 14.2 102.3 2-1 
1946 ______- ee 203.7 35.6 Lio 110.0 1.9 
1947 ________-~_- _ 229.6 43.1 18.7 113.7 2.0 


*Department of Commerce old series 


|'money is being written into our 
}economy in two ways. First, at 
least in the early part of the post- 
war period, it is stimulating the 
effective demand for goods, as 
measured both in physical quan- 
tity and in financial value. Sec- 
|ond, it is lifting the entire struc- 
ture of prices. 
higher general level of prices is 
being built into the economy. The 


the general upheaval is alarming 


21 and 1929-32, feel that the cor- 
rections must be downward. If 
our interpretations are correct, the 


will be upward. 
likely, for example, that 
school teacher’s salary will 
toward the housepainter’s wages 
than that the latter will fall to- 
ward the former. In the upheaval, 
| wages have preceded salaries for 


the 


A grossly enlarged quantity of | far from completed. 


A permanently | 


early period of price distortions in | 


some, who looking back at 1920- | 


| corrections of disparities this time | 
It is much more | 


rise | 


‘two reasons. During the war, 
wage rates increased far more 
than did salary rates, and the) 


monopolistic organization of 
unions, which is protected by law, 
gives them far greater power to 
extract their demands from so- 
ciety. The progress of salaries 
will therefore be slower. 


Growing Up to Debt 


Throughout history, nations 
have incurred sudden _ internal 
war debts which staggered some 
In- 
stead of collapsing under such 
“debts,” nations’ economies have 


|“grown up” to them. Many in this 


country were alarmed in 1940 at 
the national debt of $48 billion. 
Today the debt stands at over $250 


billion, and the national income 
|is over two-and-a-half times what 
|it was in 1940. 


The process of 


| “growing up” to the debt seems 


tAs of June 30. 


It will take 
generations, and in the process the 
national income will rise. 

What appears to be an orgy of 
production, spending and con- 
sumption, in dollar comparisons 
with the past, is very largely, i 
not only, the inevitable process of 
rewriting our price system. We 
have not yet gone on a spree as 
'we last did 20 years ago. Should 


'this generation some time live in | 
a carefree environment like that | 


of the late 20s, there will be the 
monetary and economic founda- 
' tions for a boom that would dwarti 
that previous one. 

One of the major depressants 
has been the fear of war with the 
Soviet Union. A thorough specu- 
lative study on the probability of 
such a war would fill more space 
than we have already used here. 
and it would probably be useless 
if it were made by anyone out- 
side the Politburo. But it seems 
elementary that those men would 
not provoke a war with us if they 


had only a few atomic bombs. | 
come associated with Richard K. 


'Kaufman, Alsberg & Co., 120 
| Broadway, New York City, mem- 


Even if they had the means to 
produce them as rapidly as we 


'could, they might not be used for 


the same reason that poison gas 
was not used in World War II. 
But if an extended war with 
atomic bombs and bacteriological 
attack were fought, there would 
be few persons left to mourn the 
destruction. The lingering survi- 
vors of radioactive clouds sur- 
rounding the earth would be dere- 
licts who would have as little in- 
terest in money or the stock mar- 
ket as do our little canine friends. 

The skepticism and pessimism 
have thrown common stock prices 
backward to the point where they 
are far behind the rest of the 
economy in the convulsions up- 
ward toward permanently larger 
dollar measurements. Some of the 


| Santa Monica Boulevard. 


|of the Los 
| Vance, Sanders & Co. and prior 
| thereto was with Massachusetts 
| Distributors, Inc. 


| York 


| offering not only a yield of 6—7%, 
| but also, the opportunity to ac- 
|quire property of going concerns 
at prices far below what replace- 
ments costs are and probably will 
be for a great many years. 


If and when the pessimism is 
exhausted, as it may now be, or 
may shortly be, the stock market 
one of these weeks or months will 
recognize the great disparity be- 
tween stock prices and other 
prices. The compensative rise 
would then at some point be rapid. 


In a two-year old postwar 
| boom, there have not yet appeared 
| general. excesses of optimism 
|'which require liquidation. The 
economy is providing not only for 
'expanded current needs, but also 
|'for those long neglected in the 
past. It is in process of adjust- 
ment to a grossly expanded sup- 
ply of money, which ought by all 
precedent to result in a perma- 
nently higher price level. Be- 
cause they are not excessive in re- 
lation to that money supply, the 
dollar measurements of national 
income and of corporate profits 
are likely to continue at the pres- 
ent rate, or even rise, over the 
next several years. In the mean- 
time, pessimism and caution have 
depressed stock prices to a level 
which technical analysis indi- 
cates is a bear market bottom. 
Under such a combination of cir- 
cumstances, the prospects for a 
bull market of major proportions 
seem to be extraordinarily good. 


Halsey, Stuart Offers 
lil. Central Equipments 


A group headed by Halsey, 
Stuart & Co. Inc. was awarded 
April 26 $14,000,000 Illinois Cen- 
tral RR. Equipment Trust. series 
Z, 24% equipment trust certifi- 
cates, maturing $700,000 semi-an- 











nually* Oct: 1, 1948 to April 1, 
1958, inclusive. The certificates, 
issued under the Philadelphia 


plan, were immediately re-offered 
| by the group, subject to Interstate 
Commerce Commission authoriza- 
tion, at prices to yield from 1.35% 


'to 2.75%, according to maturity. 

The certificates will be issued 
to finance not exceeding 75% of 
ithe depreciated value, estimated 
| to be not less than $18,884 469 at 
April 1, 1948, of units of equip- 
/ment now owned by the company 
|free from lien. According to the 
|}company none of the equipment 
'has ever been subjected to an 
/equipment lien. The original cost 
of the equipment has been certi- 
| fied to the trustee to be not less 
| than $20,399,847. 








With Fabian & Co. 


(Special to Tue FinaNnciaAL CHRONICLE) 


BEVERLY HILLS, CALIF.— 





| Regina Wasick has become asso- 


ciated with Fabian & Co., 9500 
She 
/was formeily Assistant Manager 
Angeles office of 





E. H. Sondheimer With 
Kaufmann, Alsberg Co. 


E. Henry Sondheimer has be- 


bers of the New York Stock Ex- 
change. He formerly conducted his 
own investment business under 


‘the name of E. Henry Sond- 
‘heimer Co. 





With Clement, Curtis & Co. 


(Special to THe FINANCIAL CHRONICLE) 

CHICAGO, ILL.—James P. 
Doherty, Jr. is now with Clement, 
Curtis & Co., Board of Trade 
Building, members of the New 
and Chicago Stock Ex- 
changes. He was previously with 
Paine, Webber, Jackson & Curtis. 
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The Current Money Market 


(Continued from page 13) 


consequence, consumers and busi- 
ness entered the postwar period 
with the largest volume of savings 
and of liquid assets on record. 
During the war period, the in- 
flationary pressures came prima- 
rily from government expendi- 
tures and trom the financing of 
the Treasury’s cash deficit that 
accompanied those expenditures. 
In the postwar period inflationary 
pressures have come primarily 


from changes in the rates of ex- 
penditure in the non-govern- 
mental fields. During the postwar 
period domestic consumers, busi- 
ness, and foreigners have in- 
creased their expenditures more 
rapidly than incomes and produc- 
tion have increased, while gov- 
ernmental expenditures have de- 
clined and, in 1947, were below 
receipts for the first time in 17 
years. 


Estimated Liquid Asset Holdings of Individuals and Businesses 
(in billions of dollars) 


Dec. 


Total ate Siren 
individuals _-_---- 
Businesses 
Currency - 
Demand deposits 
Time deposits --- 
U. S. Government securitie_ 


1 Preliminary estimates based on 
*Not available. 
+ Preliminary. 


Source: Federal Reserve System. 


Personal incomes have increased 
by 25-30%, while personal ex- 
penditures for goods, services and 
houses have increased by about 
50%. Business profits increased by 
about 60%, while capital expen- 
ditures of business have increased 
by about 250%. Over the 2% 
years since the close of World 
War II, when the effective de- 
mand for goods and services from 
all sources has exceeded our 


Purpose— 


55.02 
60.0% 


Dec. 
1939 
65.1 
45.8 
19.3 
5.8 
20.9 
26.3 
12.1 


June 
1945 
206.0 
147.2 
72.1 
24.2 
56.0 
43.5 
82.3 


Dec. 
1946 
223.2 
156.9 
66.3 
25.7 
64.6 
53.0 
79.9 


incomplete data. 


ability to supply those goods and 
services, business and consumers 
have been able to increase their 


! demands by about $90 billion, not 


quite \% of their total purchases 
of $480 billion, through reduction 
in rate of savings, through liqui- 
dation of assets, and through bor- 
rowing or raising new capital. 
These funds were obtained ap- 
proximately as follows: 


Amount 
(in billions) 


Reduction in rate of personal savings 


Consumer use of liquid assets 


Consumer borrowing (net increase) ---------- 


Increase in real estate loans__-_ 


Business use of liquid assets__ 


New capital from issuance of securities é 
Business borrowing from banks (net increase)-_-__-_~--- 


The rate of personal saving 
which amounted to about 20-25% 
of personal disposable incomes 
(ice., income after income taxes) 
at the close of the war has since 
declined to about 6%. That means 
that instead of spending only 80% 
of personal income for goods and 
services we are now spending 94- 
95% of our income for goods and 
services. The reduced rate of sav- 
ings of individuals has reflected 
smaller amounts of savings by 
some, use of savings by others, 
and borrowing by some. 

Of the $90 billion of increased 
spending power referred to above, | 
about $20 billion was borrowed 
from commercial banks, about $22 
billion was borrowed from other 
institutions or individuals’ or 
raised in the securities markets 
and the remainder was obtained 
through use of liquid assets and 
reduced saving. To the extent that 
funds were obtained other than 
from banks, they did not increase 
the supply of money, but to the 
extent that they represented put- 
ting to active use funds that had 
been accumulated and left idle, 
they contributed to the upward 
pressure on prices. To the extent 
that consumers and business fi- 
nanced their buying through bor- 
rowing at the commercial banks 
that financing increased buying 
power and contributed to the up- 
ward pressure on prices. Just as 
the financing by the banks of a 
gevernment deficit is inflationary 
curing a period of full employ- 
ment of our resources, so is the 
financing by banks of the cash 
deficit of individuals and business 
inflationary during a period of 
full employment of resources. (In 
speaking of “cash deficit’ I am 
referring not to profits but to the 
excess of expenditures over in- 
come which can occur even during 
a’ period of high profits.) Even 
though the loans may be “sound”’ 
and “productive” a growth in 
loans is inflationary when re- 
sources are fully employed and 
demand outruns supply. Those 


loans increase the effective de- 
mand for goods and services and 


hence increase the upward pres- 
sure on prices even though the 
ultimate effect may be to increase 


supplies and reduce the pressure-.| 


on prices. 
Money Rates 


I have emphasized these de- 
velopments because they have 
such an important bearing on de- 
velopments in the money market. 
During the war money rates were 
purposely kept low. By the spring 
of 1946 money rates had declined 
to very low levels. Since that time 
rates have tended upward in part 
because of the heavy demand for 
capital and credit described above 
(a demand in excess of the supply 
of funds) and in part because of 
the deliberate policy of the Treas- 
ury and the Federal Reserve Sys- 
tem to tighten credit in the hope 


_of imposing some restraint on in- 


flationary developments. Rates 
probably would have risen more 
sharply but for three factors: (1) 
Imports of gold throughout the 
postwar period, (2) Ready avail- 
ability of bank reserves resulting 
from the policy of the Federal 
Reserve System in supporting the 
market for U. S. Government se- 
curities, and (3) Liberal facilities 
and terms provided by legislation 
for the financing of home pur- 
chases, particularly by veterans. 

Early in 1946 the Treasury be- 


gan to use its large cash balances | 


to retire some of the Federal debt. 
Significant amounts of securities 
held by the Federal Reserve Sys- 
tem were retired, putting pressure 
on member bank reserves and ne- 
cessitating sales by the commer- 
cial banks of some _ securities. 
Commercial bank holdings 
U. S. Government securities were 
reduced by $15 billion, or 17%, in 
1946. Interest rates, both long- 
and short-term, which had de- 
clined to very low levels in the 
first quarter of 1946, advanced 
somewhat in the succeeding four 


months. This advance undoubt- 
edly reflected the very heavy-de- 
mand for fands and the uncer- 
tainties introduced into the mar- 


‘Reserve City banks 


of | 


ket by the pressure on reserves 
resulting from the Treasury’s 
policy and strategy debt re- 
tirement. 

By the close of 1946, the Treas- 
ury had pretty well used up its 
excess cash balances and a re- 
umption of a decline in long-term 
rates in 1947 was avoided only by 
substantial sales of securities trom 
Treasury acccounts and by a new 
offering in the summer to savings 
institutions of a nonmarketable 
redeemable 212% bond. 

On July 10, 1947, the Federal 
Reserve System discontinued its 
fixed buying rate for Treasury 
bills and these securities have ad- 
vanced from *% to a current 
level of 1%. The Treasury also 
took steps to bring about a grad- 
ual rise in the rates on certificates, 
and yields on these securities have 
advanced from %% to about 
14%% ‘at In 


of 


the present time. 
January, 1948 the Federal Reserve 
banks raised their discount rates 
from 1% to 1%% and in February 
reserve requirements for Central 
were in- 


creased. Inasmuch as a substan- 


‘tial part of the Treasury’s short- 


term debt was held by the Federal 


| Reserve banks and the Federal 


Reserve board had _ previously 
(April 24, 1947) imposed a tax on 
Federal Reserve notes to drain off 
90% of the System’s net earnings 
into the Treasury, the rise in 
short-term rates had little net ef- 
fect on the net cost to the Treas- 
ury of servicing the debt. 

Yields on intermediate term 
Governments rose on the average 
by about 4 of 1% and on long- 
term Governments by about °%% 
during the autumn of 1947. On 
December 24, the Federal Reserve 


| System reduced its support prices 


on long-term Governments to 
about par and quotations reacted 
sharply and yields advanced. 
Since that time prices on inter- 
mediates have arisen somewhat. 


Outlook for Money Market 

What is the outlook with regard , 
to the money market? The de- 
mand for capital and for credit is 
expected to continue to be heavy. 
The McGraw-Hill and Depart- 


‘ment of Commerce surveys indi- 


cate only moderate reductions in 
capital expenditures of business 
over the remainder of this year. 
These expenditures will entail in- 


|creased borrowing, The mainte- 


nance of construction at present 
levels will require new loans of 
$12 to $15 billion and a growth in 
outstandings in 1948 of $6 to $8 
billion. Not all of this will come 
from the banks but some of it will. 
There is every indication of fur- 
ther growth in consumer credit. 


Sustained capital expenditures, 
rearmament, higher wages— and | 
expanding credit mean more dol- 
lar purchases by business, indi- 
viduals and Government. But the 
physical volume of goods and 
and services, thanks in large part 
to the recent coal strike, will 
show very little increase. If these 
developments should occur, infla- 
tion will become more serious. 


From the middle Thirties to the 
outbreak of European hostilities 
in 1939 the chief factor contribut- 
ing to monetary ease was the 
influx of gold from abroad. The 
monetary gold stock increased by 
about $9 billion. Member bank re- 
serves increased by $11 billion. 
Private debts showed almost no 
net change in total over the period 
while the Federal debt increased 
by about $12 billion of which 
about half was underwritten by 
the commercial banks. During the 
war, the chief factor contributing 
to monetary ease was the purchase 
by the Federal Reserve banks of 
$20 billion of U. S. Government 
securities. This, together with ex- 
cess reserves of $5 or $6 billion at 
the outbreak of the European war 
enabled the commercial banks of 
the country to meet a currency 


demand of nearly $20 billion and | 
‘to underwrite more than $60 bil- 


lion of the Treasury’s wartime 
deficit. Since the close of 1945, 
the Treasury and the Federal Re- 
serve have, within limits imposed 


| $8 billion. 


by their conviction that the Gov- 
ernment market must be main- 
tained in an orderly manner, 
tightened the money market by 
using Treasury excess cash hold- 
ings and cash surpluses to retire 


chiefly bank-held debt and to a 


considerable extent that held by 
the Federal Reserve banks. This 
action has been partly offset by 
gold imports and by Federal Re- 
serve support of the market for 
U. S. Government securities. 

Since the war, member bank re- 
serves have been augmented by a 
$3 billion growth in monetary 
gold while reserve bank credit has 
been reduced by $2 billion. Federal 
Reserve holdings of bills and cer- 
tificates have been reduced by 
about $8 billion since the end of 
1945 chiefly as a result of Treas- 
ury debt retirement while hold- 
ings of bonds have increased by 
about $5 billion. The deflationary 
or rather anti-inflationary effects 
of Treasury retirement of bank 
debt have also been partly offset 
by expansion of bank loans which 
have tended to increase deposits 
and purchasing power. 

Treasury revenues will be low- 
ered by the reduction in taxes re- 
cently instituted by Congress, and 
expenditures will be increased by 
the rearmament program. Over 
the next eight months the Treas- 
ury will be running a deficit. 
Therefore we cannot look to the 
Treasury for further significant 
tightening action unless sales of 
nonmarketable issues like the E 
and G bonds are increased re- 
markably. The Federal Rese: ve 
System has about exhausted its 
powers except to increase dis- 
count rates further at a time when 
banks aren’t borrowing anyhow. 
Gold will probably continue to 
come into the country in substan- 
tial amounts.” On balance, there- 
fore, underlying factors point to 
an easing of the money market 
over the near-term future at the 
very time when inflationary pres- 
sures may increase. Added to 
these prospects is the possibility 
through Government action of 
checking or even offsetting the re- 
cent tightening of mortgage 
money. 

Under such conditions we have 
at least nine alternatives: 


(1) We could do nothing and 
hope that somehow everything 
will work out all right. If it 
should, it will be the first time 
in history. 

(2) We could impose voluntary 
E, F and G bonds sufficiently to 
retire bank held debt. 

During 1948 commercial bank 
loans outstanding increased by 
Demand for loans in 
1948 will undoubtedly exceed that 
iigure. Without that credit, de- 
mand for goods and_= services 
could not expand so rapidly. Suc- 
cess of the ABA program could go 
a long way toward checking our 
inflation. If is is not successful 
we shall have to turn to other 
devices. 

(3) We could increase taxes to 
offset increased defense expen- 
ditures and provide a surplus suf- 
ficient to continue to retire the 
debt rapidly enough to maintain 
pressure on the market. 

(4) We could increase sales of 
E, F and G bonds sufficiently to 
retire bank held debt. 


(5) The Federal Reserve Sys- 
tem could abandon its support of 
the government market and sell 
securities. 


The F. R. Support of 
Government Bonds 


Federal Reserve support of 
governments is one of the most 
controversial issues in finance to- 
day. The issue is over the conse- 
quences of withdrawal of support. 
And no one knows what would 
happen. The evidence indicates 
that abandonment of support of 
the market and the sale of secu- 
rities by the Federal Reserve Sys- 
tem would undoubtedly drive 
prices below par and cause them 
to reach their ‘natural’ levels. 
whatever that may mean. What 
would happen under those cir- 
cumstances, I don’t know. We 


must remember that the Federal 
debt was less than 20% of total 
debts. in 1920 whereas today it 
constitutes 55% of the total. It 
is the most important single fac- 
tor in our money market and 
what happens to governments, 
therefore, will have a profound 
effect on all of our financial in- 
stitutions. We must also remember 
that we haven’t had a so-called 
free market for governments for 
almost a generation of bank in- 
vestment officers. What would 
our present bank investment offi- 
cers do if governments went to a 
10% discount? 

A market has been built up 
around a complicated pattern of 
Federal debt hedged with many 
varying restrictions regarding 
purchases and sales. We have non- 
marketable issues which are in 
effect demand obligations, we 
have marketable obligations 
which are eligible for bank in- 
vestment and we have marketable 
obligations which are not eligible 
for bank investment. There is con- 
siderable disagreement as to the 
desirability of abandoning support 
of such a market. In general, I 
have observed that those who are 
closest to the market in its every- 
day operations are most reluctant 
to see supports go while those 
who are farthest removed from 
the market tend to be the least 
reluctant or to favor removal of 
supports. I have also observed that 
those who have the heaviest com- 
mitments in long-terms are gen- 
erally reluctant to have support 
withdrawn while those who have 
small or no long-term commit- 
ments or need not worry about 
their demand obligations are less 
concerned about supports. 


We must also remember that for 
many years the maintenance of 
prices above par was consiacered 
to be a measure of the financial 
strength and integrity of the Fed- 
eral Government. Now we know 
that to be a lot of bunk, but does 
that part of the public which is 
not so well informed on financial 
matters understand the signifi- 
cance of price declines in govern- 
ments to below par. What would 
individuals do if prices of market- 
able issues should go to a 10% 
discount? Personally, I believe 
that we would be much better 
off if we could get away from 
the shibboleth of parity in the 
government securities market. But 
I, for one, am not prepared to 
recommend on doctrinaire 
grounds alone action on such a 
complicated question of so contro- 
versial a nature, fraught with 
such possible consequences to our 
financial structure and, indeed, 
our whole economy. 


(6) The Federal Reserve Sys- 
tem could raise discount rates. 


On April 13, 1948, Governor 
Eccles in a statement on behalf of 
the Board of Governors of the 
Federal Reserve System before 
the Joint Committee on the Eco- 
nomic Report said that if pros- 
pects of further increases in bank 
reserves were borne out by ac- 
tual developments the Federal 
Reserve would have to take action 
to absorb any excess volume of 
reserves. One action that should 
be taken, he stated, was to permit 
rates on short-term Treasury se- 
curities and Federal Reserve dis- 
count rates to rise to the extent 
possible without raising ratés on 
long-term bonds. He pointed out 
that this action “which could be 
adopted by the Federal Reserve 
and the Treasury without any new 
legislation, would be designed to 
induce banks to purchase short- 
term Government securities and 
to discourage extension of credit 
to private borrowers. Policies 
during the past year have moved 
in that direction about as fast as 
is feasible without unduly up- 
setting the market. There are 
limits, however, to such a course. 
Short-term rates probably cannot 
be raised much more without un- 
settling the 212% rate for long- 
term Treasury bonds. Moreover, 
it is doubtful how much any rate 
that is feasible will deter banks 
from making loans to private bor- 
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rowers or purchasing higher rate 
securities.” . 

I would also like to point out 
that at the present time member 
banks are borrowing $100 million 
out of nearly $16,000 million of 
reserves. Advances in discount 
rates would, however, have an 
unsettling psychological effect on 
bankers and hence a deterrent 
effect on bank lending and a 
tightening effect on money. 

(7) Reserve requirements of the 
banks could be increased. 

It is because of its misgivings 
over the consequences of abandon- 
ment of support of long-term 
bonds that the Federal Reserve 
Board has recommended legisla- 
tion to provide authority to in- 
crease reserve requirements. If 
inflationary developments con- 
tinue I predict that you will hear 
more and more about this subject. 
I would like to point out the 
dilemma which we now face and 
which we will continue to face 
even if reserve requirements are 
increased. So long as the Federal 
Reserve System is committed to 
the maintenance of a 242% long- 
term rate banks will continue to 
have the assurance of an avail- 
ability of bank reserves. Ad- 
vances in rates on alternate types 
of investment would provide an 
incentive for banks and other in- 
vestors to sell their long-term 
414s. So long as the Treasury can 
run a large enough cash surplus 
to retire the debt in amounts suf- 
ficient to maintain the pressure 
on bank reserves the problem 
does not become so serious. Treas- 
ury deficits, however, will require 
us to face the alternatives of ir- 
flation or stability in the Govern- 
ment securities market. We have 
two devices remaining, however, 
by which we may be able to avoid 
such a decision. 

(8) We could institute selective 
credit controls. 

This would mean reimposition 
of consumer credit controls, es- 
tablishment of comparable con- 
trols on real estate mortgage 
loans, devising of government 
controls to see to it that business 
loans were for constructive pur- 
poses and did not feed infl 
that agricultural credit was r 
productive and not speculative 
purposes, and that capital issues 
met the test of public welfare in 
not putting too great a strain on 
the ability of industry to provide 
capital goods. 

(9) We could reimpose price 
controls. In my opinion if price 
controls were to be reimposed, 
they would have to be followed 
by wage and profit controls, then 
by allocations or even rationing. I 
also believe that these controls, 
once reimposed, would not soon 
be removed. 


We still live in a democracy. 
And in a democracy the decisions 
are, in the final analysis, made by 
the people. Public opinion will 
dictate our course of action. The 
character of our decision will 
determine to a considerable extent 
the kind of society in which we 
shall live. The people’s leadership 
in making these decisions must 
come from the bankers of the 
nation. Perhaps to a greater ex- 
tent than ever before, bankers 
hold the destiny of our people in 
their hands. 


Coburn & 
Middlebrook Adds 


HARTFORD, CONN.—William 
P. Spear of Portland and Stuart 
G. Segar of Manchester have be- 
come associated with Coburn & 
Middlebrook, 37 Lewis Street. 
Both were formerly with Ken- 
nedy-Peterson. Inc. Mr, Spear was 
formerly resident manager of the 
firm’s New Britain office. 








Prior with Lord, Abbett Co. 


HAGERSTOWN, MD.—Howard 
A. Prior, formerly head of Howard 
A. Prior Co., has become asso- 
ciated with the staff of Lord, Ab- 
bett & Co., 63 Wall Street, New 
York City. 


Trial and Error 


(Continued from page 3) 
stricken from the record. This created a hostile atmosphere 
and should never have been permitted. 


The functions of a witness and that of an advocate are, 
of course, separate and apart and, to be mild, it is considered 
in very bad taste for an advocate to testify in a trial wherein 


he acts in that capacity. 


On the original hearing, the respondent was fined 


$250.00 and costs. 


Feeling aggrieved, the respondent appealed and on the 
appeal was penalized because of his quest for redress, the 
final penalty being a suspension for 30 days. This result, 
even if for the sake of argument, we assume the respondent 
to have been guilty, is, to our mind, utterly reprehensible. 


It seems to us that there is no excuse for increasing the 
penalty upon an appeal in any case, because the effect of 
such an action is to discourage the search for ultimate justice. 


The prospect of administrative trials as now conducted 
continues to be most disturbing, the need for reform is most 


urgent. 


These regulatory groups will do well to establish the 
safeguards with which courts surround hearings and trials, 
so that the parties involved will get the rudimentary ben- 
efits of a fair and impartial trial. 


Significance of Recent 
Economic Developments 


(Continued from page 7) 


a lot of business men are “kid- 
ding”’ themselves on this score. 

To show you the importance of 
inclination, may I point out that 
despite the enormous volume of 
money and demand deposits, bank 
loans in 1947 increased $7,452,- 
000,000 to a total of $43,100,000,000 
at the end of the year. Although 
most people say this was caused 
by high prices, actually, inciina- 
tion caused the creation of this 
new purchasing power. 

More specifically, many expen- 


ditures in 1947 were at fantastic | 


levels. Business investment in 
plant and equipment (including 
inventories) which was at the av- 
erage annual rate of $6 billion in 
the period 1931-9, and was at the 
average annual rate of $10 billion 
during the war, jumped to nearly 
$30 billion in 1947. Chain stores 
alone, last year, spent $386,500,000 
for store construction and re- 
modeling which was nearly three 
times the previous record in 1941. 

Exports set a peacetime record 
of $19,600,000,000 in 1947. Our 
exports exceeded imports by $11, 
300,000,000 of which $5,600,000,000 
was financed through government 
grants and loans, and $1,000,000,- 
000 was accounted for by relief 
shipments. 


High Level of Income and 
Expenditures 

Last year the personal income 
of the American people, after 
taxes, reached $175,000,000,000. On 
the average, we spent 94 cents out 
of each of these dollars which 
gave us the amazing total of $164,- 
100,000,000 to spend. But not con- 
tent with this enormous rate of 
cash expenditures, John Q. Pub- 
lic also called on his credit by 
increasing his consumer credit 
borrowing by $3,200,000,000 to a 
grand total consumer debt of $13,- 
368,000,000 at the end of 1947. 
Business men will do well to pon- 
der the possible effects in a reces- 
sion of this first claim on, let us 
say, the “surplus” income of the 
man in the street. 

The enormous exports to a 
hungry world and the extraordi- 
narily high level of consumption 
in this country have been the real 
driving forces in our inflation. To 
give you an idea of the increase 
in consumption, let me cite a few 
statistics on the consumption of 
one of our critical products, oil. 
This may bring up bitter, or shall 
I say, cold memories; but here 
goes. 

Compared to 1941 (biggest pre- 
war year): 


| power, 


1,300,000 new oil burners are us- 
ing 2,500,000,000 more gallons than 
in 1941. 

30,000,000 motorists are using 
2,500,000,000 more gallons than in 
1941. 

7,000,000 trucks and buses are 
using 3,000,000,000 more gallons 
than in 1941. 

Armed forces are using 3,500,- 
000,000 more gallons than in 1941. 

Railroads, airlines and ships are 
using 2,500,000,000 more gallons 
than in 1941, 

Farmers are using 1,500,000,000 
more gallons than in 1941. 

Industry is using (for heat, 


more gallons than in 1941. 

New products, made from pe- 
troleum, use 1,000,000,000 more 
gallons than in 1941. 

Users of liquified petroleum 
gas use 1,500,000,000 more gallons 
than in 1941. 

The so-called oil shortage is 
really an excess demand of 20,- 
000,000,000 gallons more than was 
used in the biggest pre-war year; 


yes, even 7,000,000,000 gallons 
more than was used in the biggest 
war year! 

Clearly, consumption is the 


“villian in the piece.” 


New Inflationary Pressures 

I have cited enough figures to 
show you the terrific momentum 
of present inflationary pressures. 
Let us list the more important in- 
flationary pressures which are 
now materializing. 

(1) Another round of wage in- 
creases is under way. On the basis 
of past experience, it is idle 
fantasy to expect labor leaders at 
this date to forego another step 
on the wage-price inflation spiral. 
They either can’t understand, 
don’t want to understand, or be- 
cause of union politics, don’t dare 
to understand the economic re- 
percussions set off by each at- 
tempt to catch prices with wages. 

(2) The tax reduction of $4,- 
800,000,000 which is largely con- 
centrated in the lower brackets is 
inflationary. 

(3) Rearmament expenditures, 
as now planned, of $3 billion or 
more can be highly inflationary 
because they will accentuate cer- 
tain of our more serious short- 
ages, such as steel. 

(4) The Marshall Plan expen- 
ditures for Europe, and the assist- 
ance we shall give Greece, Turkey, 
and China are also inflationary in 
character. 

(5) Veteran’s bonuses in several 
states, with a high of $300,000,000 


| deflation. 


lubrication) 2,000,000,000 | 


| inescapable. 


| full 





Pressure of Production on Prices 


Of course, the real antidote to 
inflation or high prices is produc- 
tion. The pressure of production 
on prices is growing so rapidly 
that it is becoming once more a 
|rare privilege to be a consumer 
and a first class headache to be 
a producer. In this connection, 
consider nylon stockings, and who 
doesn’t like to consider them! 
Production in 1946 was 356 mil- 
lion pairs; in 1947, production was 
430 million pairs; in 1948, it is 
(estimated production will be 620 
million pairs. That’s what I call 
production! 

Or consider, on March 4, one of 
our largest tire manufacturers an- 
nouncing a 30% cut in tire pro- 
duction, explained as_ follows: 
“Sales fell off sharply during Jan- 
|uary and February after main- 
‘taining record peacetime highs for 
two years. This does not mean 
'that the bottom has dropped out 
of the tire market, but rather that 
| the big postwar demand {finally 
has been filled.” As this just 
about summarizes what has either 
happened or is ahead in most 
lines, I shall not add to it. 

Present prices are extremely 
vulnerable not only because they 
are at record levels so high that 
they reduce consumption, but also 
because (1) production is really 
beginning to roll; (2) inventories 
/are at high levels-in most lines; 
(3) and, as the postwar break in 
prices is more than a year over- 
due on the basis of World War I, 
| the money is beginning to run out 
for many consumers. Any soften- 
ing of prices, such as we had in 
the grain markets, causes people 
to postpone buying which is, of 
course, the most powerful defla- 
| tionary force of ail. The recent 
lower food prices have demon- 
strated the power of the consumer 
and taught him that price is not a 
one-way road. Businessmen will 
do well to heed this lesson. 


in New York State, are also defi- | 
nitely, inflationary. It is indeed | 
unfortunate that political ex-| 
pediency dictated these bonus ex- 
penditures now. (How much bet- | 
ter it would have been for the} 
veterans and the taxpayers if 
payment had been postponed until 
business was at low levels. We 
render lip-service to the com- | 
pensated budget idea but rarely 
miss an opportunity to do the| 
opposite! ) 

(6) The fact that this is presi- | 
dential election year is the great- 
est inflationary danger of all. 
Neither party wants to take the | 
responsibility for anything, no/| 
matter how sound, which might | 
cause bad business. Everything 
will be on the up-side until after 
the election if the politicians can | 
keep the boom rolling. While we | 
still have quite a bit more infla- 
tion to absorb into our economic 
system, there are powerful off- 
setting forces in the direction of 


First, and foremost, I would put 
the credit restriction policy|} 
started last Spring by the mone- | 
tary authorities. Interest rates | 
have been permitted to rise. Loan | 
expansion has been the subject of 
continuous criticism by the bank- | 
ing supervisory authorities and 
now seems to have come to an 
end. The Treasury has followed a 
selective redemption policy, which 
has materially reduced bank de- 
posits and bank reserves at the 
Federal Reserve banks. The Fed- | 
eral Reserve Banks have reduced 
their holdings of government se- 
curities through redemption and 
sales and thereby further reduced 
bank reserves. Although many | 
economists claimed that the Fed- | 
eral Reserve System could not in- 
crease interest rates in the fight 
on inflation without withdrawing 
its support from the government | 
bond market, they have tightened 
credit and no‘ government secu- 
rity has dropped below par! And 
finally, at the end of February, | 
reserve requirements of the cen-| In conclusion, let me say that 
tral reserve city banks were in-|we are spectators and partici- 
creased 10%. pants in a mighty tug-of-war be- 

The monetary authorities have | tween powerful forces of infla- 
not only reduced the credit base | tion on the one hand and equally 
and increased interest rates and | powerful forces of deflation on 
thus put direct deflationary pres- | the other hand. Sooner or later, 
sure on banks and business, they the inflation merry-go-round has 
have injected uncertainties into to end. While there will be a 
the economic situation which have | great deal of backing and filling 
caused maltiy a business man to/in the next few months, and the 
reconsider grandiose plans for) battle is by no means won, it is 
expansion. my considered opinion that we 

Credit tightening by the mone-| have passed the top. No one can 
tary authorities is, as the ad-!| be certain of this because the 
vertisements proclaim, a certain) government has the power to put 
physical shortcoming, insidious, | prices up—and this is an election 
but it is nonetheless powerful and | year! But barring unforeseen de- 
It takes a while for | velopments, particularly those of 
the restrictions to register their|aq political character, it is my 
effect, but they put direct) guess that henceforward all roads 
pressure on the most critical point’ lead down. This does not mean 
in our economic system, namely. that we are headed for a crash. 
bank reserves. It means rather that in the near 

Inventories increased $7 billion future people, in general, prob- 
last year to a grand total of $41.2 | ably will begin to realize that we 
billion. The physical accumula- | have been experiencing a business 
tion of inventory ended in most | readjustment since the beginning 
lines last year as a large part of of the year. If we keep our head. 
the year’s $7 billion increase rep- this readjustment should be 
resented price increases. Most neither too serious nor too long. 
businessmen now seem to have|So don’t get too worried. The 
awakened to the danger of the honeymoon is over, but there is 
largest inventory accumulation of | work to be done—yes, a world to 
all time at the highest prices in| be rebuilt. 


modern times. So, instead of the ssi 2 
increased business activity, which Freehling, Meyerhoff 
To Admit 


we have had since the end of the 
CHICAGO, ILL. — Edward G. 


Conclusions 





war, to fill the pipe-lines of dis- 
tribution, it would seem reason- 


able to expect the cpposite. In| Platt, member of the New York 
fact, I will go further and say | Stock Exchange, who has been 
that inventories have reached active as a floor broker, in New 


York City, will become a partner 
in Freehling, Meyerhoff & Co., 
120 South La Salle Street, mem- 
bers of the New York and Chi- 
cago Stock Exchanges. Ferdinand 
A. Straus will retire from part- 
nership in the firm on April 30. 


Kutch & Co. To Be Formed 
John J. Kutch and Walter A. 
Schiffer, both members of the 
New York Stock Exchange, as of 
May 1 will form Kutch & oy — 
leasing more grain to the world offices at 40 Wall Street, New 
te and, Somme crop con- | York City. Both have been active 
ditions are especially favorable.'as individual floor brokers. 


dangerous heights in many lines. 
To give an extreme illustration, 
consider the excess carryover of 
5 million cases of canned peas. Or 
consider the panic which hit the 
grain markets when the specula- 
tors discovered that there were 
still 795 million bushels of wheat 
on the farms on Jan. 1, 1948 de- 
spite very heavy exports. This in- 
ventory in the face of heavy world 
production caused the markets to 
rock. For example, Australia has 
a bumper crop; Argentine is re- 
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Tomorrow’s 
Markets 
Walter Whyte 
Says — 

By WALTER WHY Tesxcal 


Public buying and holding 
now in majority, indicating 
potential market weakness. 

* % % 


Anybody who buys stocks 
today because a war seems 
around the corner is too gul- 
lible to find any interest in 
this column. I have no idea if 
a war will break out in the 
immediate future or not. That 
possibility is always present. 
But the sword rattling and the 
name calling you hear and 
read today has as much to do 
with the solid buying and 
selling of stocks as_ these 
words have in framing na- 
tional policy. 

% us m% 
The time honored method 











done for profit. Methods in 
both cases are the same; feed 
news for a purpose. Once that 
purpose is accomplished, let 
the whole thing drop. 


Obviously it is impossible 
to guard against all contin- 
gencies. A sudden urge by the 
public to buy can bring un- 
usual strength. Gradual re- 
moval of buying orders by 
cool, dispassionate traders 
leaving the public to hold the 
bag, can also bring about a 
sudden collapse. It depends 
which side is stronger at the 
time. By and large the latter 
forces are more important. 
They are organized better, 
have better knowledge of 
what is going on, and know 
what they want. Their mar-| 
ket activity, or lack of it, has 
a great deal more influence on 
the market in the long run. 


In recommending stops this | 
column has tried to steer a, 


middle course. As pointed out 
here frequently, the results 
cannot be assured. But until 


of interests seeking large ap- something better presents it- 
propriations is to sound the | self, # will have to do. 


alarm. Submarines in the 
Hudson! We may all be mur-| 
dered in our beds!! Commie 
planes over Alaska! They'll | 
be over Detroit next!! And so 
it goes. 


ms % 


About a month and a half. 


ago, mid-March, I advised 
buying stocks. This advice 
was based entirely on the per- 
formance of the market and 


vanced satisfactorily, every-| 
body should be happy. | 
% BS te 


In the past few weeks, the 
public fed on war scare news, 
has reentered the market. The 
early buyers, on the other 
hand, have slowly sold their 
stocks which the public has) 
bought. The picture you see 
is one of irregularity and spo- 





radic dullness which makes 


for confusion, which market | 


action does little to dispel. 
* * 4 
A word of warning: A pub- 
lic eager and anxious to get 


aboard can set a market off) 


on a crazy spin that is almost 
impossible to guage. At the 
same time it must be realized 
that just as alarms are rung 
for a purpose, so is buying 
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New York Stock Erchange 
New York Curb Exchange (Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 


} COrtlandt 7-4150 Teletype NY 1-928 


(cis I. du Pont & Co. 


Consolidated Vultee broke 
stop at 14 and half was sold. 


Last week’s advice applies. 


Rest of the stocks held their 
gains with some_ reactions 
from their highs. So long as 
they stay above their critical 
levels, hold on. For reference 
to all stocks in the list and 
their stops, see last week’s 


individual issues. Since they | 27ticle. 


were bought and have ad-, 


More next Thursday. 
—Walter Whyte 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the | 
Chronicle. They are presented as 
those of the author only.] 


W. P. Moncreiff Now With 
Glore, Forgan & Co. 


(Special to THe FINANCIAL CHRONICIE) 

CHICAGO, ILL. — W. Philip 
Moncreiff has become associated 
with Glore, Forgan & Co., 135) 
South La Saile Street, members | 
of the New York and Chicago 
Stock Exchanges. He was former- 
ly with Norman Mesirow. In the 
past he was qa partner in Mon- 
creift & Tittle. 


John M. Saunders Joins 
Staff of Blair & Co., Inc. 


(Snecial to THe FINANCIAL CHRONICLE) 

CHICAGO, ILL. — John M.! 
Sauncers has joined the staff of 
Blair & Co., Inc., 135 South La/| 
Salle Street. He was formerly | 
with Benjamin Lewis & Co. Prior 
to serving in the U. S. Army he) 
was a partner in Saunders & Co. | 


R. F. McNab Is Now With 
Merrill Lynch Staff 


(Special to THe FINaNcIAL CHRONICLE) 

SAVANNAH, GA.— Robert F. | 
McNab has become associated with 
Merrill Lynch, Pierce, Fenner & | 
Beane, 32 Drayton Sireet. He was | 
formerly Manager of the Charles- | 
ton, S. C. office of Courts & Co. | 
and prior thereto was with Fran- | 


rT _— 


| Robt. Livingston in Hospital 


Robert T. Livingston of L. J. 


| sold down the 
' Russia small countries who cher- | 


Private Wires to Principal Offices 


San Francisco — Santa Barbara 
Monterey — Oakland — Sacramento 
Fresno 


| Schultz & Co. is in the Richmond | 
|Memorial Hospital, Staten Island, | 
|as the result of an automobile 
| accident. 











The Congressional Program 


(Continued from page 17) 
efits of the law go to those of 
lower incomes. 

(3) Tax relief is the best tonic 
I know to keep our free enter- 
prise American system strong. 

Certainly, in this group it is 
unnecessary to elaborate upon 
that statement. 

You ask me—will we be able 
to hold to the tax reduction for- | 
mula. My answer is, it will depend | 
upon the cost of government. | 
What is that cost to be? Here are 
the must items in expenditures: 

$542 billion for interest on the 

debt, 

$8'% billion for all G. I. benefits, 

and 

$9 billion 333 million for foreign 

aid for 15 months. 

The next must item is for na- 
tional defense. There is a fog and 
smoke screen around the military 
figure. Estimates range from $14 
billion up. This totals $37'% bil- 
lion of must items. To that fig- | 
ure we are requested to add the! 


'appropriations for 1,170 bureaus, 


the budget estimate for which to-' 
tals about $12 billion. ; 
| 

Must Cut Expenses 

We have got to cut wherever 
we can cut, and spend only where 
we are absolutely compelled to 
spend. Only with that fiseal policy | 
can we hope for a perpetuation 
of our American system. This-is 
a question of absolute national 
necessity. It is not a question of 
political expediency. It is the 
stark question of America’s sur- 
vival. 

A balanced budget will depend 
then upon the amount appropri- 
ated for national security, and the 
essential amount for the operation 
of the regular departments of 
government. 

In building a national security 
program many factors must be 
given our utmost consideration, | 
particularly the balancing of the 
methods of defense. A few short 
months ago we were told Univer- 
sal Military Training was the) 
answer. Now it develops our 
whole armed services program 
must be overhauled, in the light 
of present world conditions. 


Importance of Air Power 


On one point the experts are 
apparently agreed, that air power 
is an important factor in total! 
national security. Congress is fully 


'conscious of the need of increas- 


ing our air power. Whether there | 
should be 55, 66, or 70 air groups 
is a matter to be determined in 
connection with other require- 
ments. I, for one, feel that air 
power today has become our first 
line of defense. 

Then there is the quest’on of 
nanpower. It is inescapable. On 
that question Congress will have 
to provide the answer. I think 
it will be done by offering incen- 
tives for a vélunteer army and 


|augmented by a limited selective 


service, to be used at the option 
of the President, to guarantee the | 
required number in the event the 
volunteer system is inadequate. 


The costs we bear and the 
threats we face today are the con- 
sequences of years and years of 
appeasing Russia. Without the 
approval of the American people 
our spokesmen in foreign affairs 
river to Soviet 


ished their own independence and 
freedom; and handed to the men 
in the Kremlin vast rights in the | 
Far East to which they were not 
entitled. This appeasing simply 
made the Communists bolder. 

There is ample evidence of, 


‘fifth columnist operations in the) 


United States. They parade under | 
many disguises. They reach into) 
every walk of life. They infest 
every means of communication. 
They are rats gnawing at our re- 
publican form of government. 

We can be thankful that the 
American people have found them 


out. And there are indications, 
especially the results of the Italian 
elections, that the people in Eu- 
rope likewise are aware that the 
Communists are a shoddy lot— 
that they preach democracy and 
practice tyranny. 

In order to work and contribute 
their utmost toward a lasting 
peace, the American people must 
be given all the facts. Vacillations 
and failures in our foreign policy 
are luxuries the American people 
no longer can afford. They have 
increased the billions of dollars 
we are now being called upon to 
appropriate for national defense 
and the billions of dollars that we 
are pouring across the oceans for 
world relief and reconstruction. 


The tremendous demand upon 
our resources and commodities in 
short supply for shipment abroad 
—along with the dollars, materials, 
and man power’ required for 
wealth-consuming military de- 


fenses—are major causes of high 
prices that our people are being 
forced to pay. 

It all adds up to this, that what 

America vitally needs is: 

(1) Sound leadership in Wash- 
ington, 

(2) Sound policies in keeping 
with the Constitution of the 
United States and the Amér- 
ican way of life, 

(3) And a fortnight adminis- 
tration of these policies. 


At the same time, we must han- 
dle these extra burdens of defense 
and foreign aid without convert- 
ing our country into a_ police 
state. By that I mean, without 
restoration of the controls—direc- 
tives — and innumerable other 
means of regimentation that we 
patriotically endured during the 
war. It will avail us nothing to 
secure freedom for the rest of the 
world and lose our freedom here 
at home. 


Outlook 


(Continued from first page) 


| Council to indulge in prophecy or 
| specific forecasting. But it seems 


both desirable and I hope mutu- 
ally useful for members of the 
Council to embrace opportunities 
such as the present of meeting 
with active le jers of business to 
exchange views as to the eco- 
nomie impact of new develop- 
ments and how they may be used 
to promote more stable peactime 
prosperity or at least prevent, so 
far as possible, their interfering 
with the attainment of that goal. 

The European Recovery Plan 
does not entail a level of exports 
higher than, or even as high as, 
that of last: year, and actual ex- 
penditures under the defense pro- 
gram will be relatively small in 
the near term. Together, however, 
they will divert a significant frac- 
tion of national product from the 
domestic civilian market. As I see 
it, the effects are by no means 
all on one side of the ledger. To 
a considerable extent, the two 
undertakings exert an influence 
in the same direction—that is, 


| added spending and added prior- 


ity demands for materials and 
manpower. Nevertheless, I believe 
there-are some notable differences 
in the ultimate consequences to 
our economy that may be ex- 
pected from economic aid to Eu- 
rope on the one hand and from 
enlarged military outlays on the 
other. 


Effeet of ERP and Defense 
Program 


Deferrii.g that distinction for a 
moment, I would like to present 
my first suggestion as to the 
probably gross effect of the two 
programs taken together and to 
put the matter in the form of a 
paradox. It appears to me that 
the effect on the business outlook 
might reasonably be designated as 
“favorable,” the effect on the 
economic outlook as “unfavor- 
able.” 

As to the first heading, I shall 
do no more than state what seems 
to me to be practically the con- 
census of most business and much 
economist thinking, namely that, 
in the absence of these foreign 
aid and defense stimuli, domestic 
business would have shown a 
sagging tendency during 1948. It 
might have gone to the dimen- 
sions of a mild recession but pre- 
sumably would not have. got 
really out of hand in view of 
several strong underlying or re- 
cuverative factors. The President’s 
Mid-year Report and second an- 
nual Economic Report and the 
Council’s report on the impact of 
the foreign aid program appraised 
the expected amount of export 
subsidy as a temporary external 
“prop” to. our economy. It would 
tend to defer the process of in- 
ternal adjustment to the competi- 
tive buyers’ market which was 


naturally to be expected as the 
catching-up stage was completed 
in more and more industries. It 
was indicated that the impact 
would converge on metals, par- 
ticularly steel; on fuel and power; 
and on farm products, particularly 
wheat and livestock products. ‘It 
might be so severe at key points 
as to distort operations and have 
a substantial inflationary effeet, 
particularly if weather were bad, 
labor stoppages serious, or scrap 
metal and ore shortages unre- 
lieved. 

With the present crop outiook, 
with peace—or at least a truce— 
in the coal fields, with vre move- 
ment on the Great Lakes opened 
a week early, and with price re- 
ductions announced at. several 
strategic points, prospects of an 
arrest of inflation are a little 
brighter. At the same time, the 
actual launching of ECA opera- 
tions under highly competent 
business management and the un- 
folding of commitments involving 


‘government spending for military 


preparedness during several years 
ahead, fears of recession have 
been allayed and a general atmos- 
phere of confidence engendered 
in business circles. This general- 
ization is not without qualifica- 
tion. Thoughtful persons still fear 
that, as expenditures increase in 
1949, 1950 and 1951, inflationary 
pressures may revive in menacing 
iorm, and we might be thrust 
back into a deficit position and/or 
disturbing increases of taxation. 

I shall not attempt the dubious 
and quite possibly mischievous 
task of guessing how far these 
dangers might develop next year 
or thereafter. If my appraisal of 
the present situation is correct, 
that businessmen in general re- 
gard the near-term business out- 
look as favorable, and if we could 
assume that the diplomatic and 
military situation did not get 
worse and perhaps might grow 
somewhat better. if would seem 
reasonable to exvect that business 
prosperity might be well sus- 
tained for several years ahead. 


Unfavorable Economic Outlook 


This would validate the first 
half of my paradox. namely that 
the concensus of business thinking 
seems to be that the business out- 
look is favorable. I may turn, 
therefore, to the second point of 
the paradox and suggest that the 
economic outlook is, under these 
same assumptions, unfavorable. 

When I use the terms “favor- 
able” and “unfavorable,” it is but 
natural and proper that I should 
take as my criterion the purposes 
declared in Section 2 of the Em- 
ployment Act. This sets up the 
general obiective of sustained 
rather than intermittent use of the 
nation’s resources. material and 
human. As specific goals, it as- 
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pires to maximum employment, 
production, and purchasing power. 
let us ask then whether the con- 
dition of national economic life 
induced by our official commit- 
ments to foreign aid and military 
preparedness can be expected to 
move us toward attainment of 
those three objectives. Or would 
it tend to hold us back? 

As to its promotion of maximum 
employment, the answer seems 
pretty clearly “yes.” Our normally 
growing labor force will presum- 
ably find jobs available to them 
in the open labor market or thrust 
upon them through the compul- 
sion of selective service. And 
steadiness of employment will 
probably, except for some possible 
slack while actual expenditures 
are getting under way, be well 
sustained throughout the life of 
these programs. They might even 
draw some additional women, 
oldsters, and youngsters in to en- 
Jarge the labor force and produce 
a situation which, according to 
standards of social well-being and 
economic efficiency, should prop- 
erly be recognized as over-em- 
ployment rather than desirably 
“full” employment. 

When we turn to the second or 
production objective stated in the 
Employment Act, the short an- 
swer would seem also to be “yes.” 
Steady employment of this large, 
or even enlarged, labor force 
would certainly assure a tremen- 
dous flow of goods and services. 
And we may reasonably call it 
“maximum” if we assume that 
workers will be so well supplied 
with plant, materials, and super- 
vision that their effort will be ap- 
plied under favorable conditions 
for efficiency. We would need to 
assume also that their own atti- 
tude and appraisal of inducements 
were such as to maintain high 
moraie. 

I infer that these conditions to 
efficiency would be reasonably 
well met. Technical, managerial, 
and general training has been 
kept up to a high level and indeed 
notably expanded under the train- 
ing features of the GI Bill of 
Rights. Enormous amounts of new 
capital have been poured into in- 
dustrial, commercial, and agricul- 
tural plant, and it is to be as- 
sumed that the aims of both pro- 
grams will be conducted with 
enough practical wisdom so that 
any serious plant and equipment 
shortages will be avoided. 

Apparently, it will be in the 
area of supply of materials that 
the most serious limitation upon 
maximizing production under this 
stimulated program is to be an- 
ticipated. We have been rather 
shocked by the experience of the 
last two years to realize how great 
was the drain of the war period 
on mineral resources. We have 
been amazed to see how great a 
demand a fully employed and 
well paid and vigorously growing 
population makes upon peacetime 
resources. We haye become con- 
cerned over the narrowing margin 
of reserves and needs of stockpil- 
ing. All this is reflected in pro- 
visions under both programs to 
furnish inducements at home and 
abroad to increase ‘production of 
materials found to be in inade- 
quate supply. We may hope that 
these stimuli will outrun any 
added drains entailed by the pro- 
grams. 


Technically competent opinion 
differs somewhat as to how obso- 
lete our plant is or how much it 
has suffered from deferred main- 
tenance and how adequate is fi- 
nancial provision for maintaining 
the productive capacity needed 
for the volume and kind of pro- 
duction demanded by the aid and 
defense programs. Here there is 
every reason to expect that, if pri- 
vate financing does not appear to 
be abie to provide needed invest- 
ment, governmental funds will 
be put in to assure adequate plant 
—as was done under DPC and 
other World War II agencies. 
Even though this aided maximum 
production, I should myself count 
it an unfavorable development in 


so far as it put more industrial 
plants in government hands. 
Coming now to the effect of 
ERP and the defense program on 
the third objective, “maximum 


purchasing power,” I fear that the | 


verdict must first be stated as 
“unfavorable.” Later.I shall sug- 
gest possible qualifications. That 
we may be sure we are thinking 
about the same things, I shall be- 
gin by defining “maximum pur- 
chasing power” as I believe it to 


be understood in the Employment | 


Act. 


The reasonable meaning of this | 
term is clear from the context of | 
the act and Congressional debate. | 


By providing work opportunities 
under efficient conditions for all 
those able, willing, and seeking 
to work, the flow of goods and 
services would be so enlarged as 
to maximize the ability of the 
rank and file of our population to 
command such things as they de- 
sire in the market. In a word, 
this means as high a level of real 
income as industrious and well- 
directed use of our economic re- 


| sources will permit. 


Compatibility Between ERP And 
Maximum Consumer Purchasing 
Power 
In the light of this definition 
or, in fact, in accord with the 
long-acceptéd objectives of eco- 
nomic science, I will submit in 
categorial form several suggested 
answers as to the compatibility 
between foreign aid and defense 
programs and maximum consumer 

purchasing power. 

(1) The economic rationale of 
European aid is that it is an in- 
vestment in future’ purchasing 
power for our people. It will con- 
tract somewhat the flow of goods 
which might go to supply the 
Amcrican market for a time, in 
the expectation that this outlay 
will reduce by a larger amount 
the need for relief operations or 


military defense now or later and | 


enlarge our future international 
trading opportunities. Seed cast 
on the waters now will multiply 
into harvests of much greater size 
in later years. Thus, in broad 
analysis and long. perspective, 
ERP efficiently managed will con- 


tribute to the maximizing of 
American consumer purchasing 
power. 


(2) Military outlays as such are 
essentially unproductive and po- 
tentially destructive. Neverthe- 
less, some billions withdrawn from 
civilian consumption during the 
next few years to produce a con- 
vincing show of military strength 
may prevent actual destruction 
of our wealth at a later time. In 
that case, it too can be regarded 
as ar investment or at least as a 
necessary protective outlay which 
will contribute to the maximizing 
of consumer real income in the 
long run. 

(3) We can’t eat our cake and 
“ave it too. Five, ten, or 15 bil- 
lion dollars’ worth of goods and 
services a year cannot be with- 
irawn from our economy during 


support and military defense pro- 


in an unpeaceful world, I implied 
that we would have ~° attained 


production in the absence of this 
-timulus. 


n the form of goods and services 
hat consumers, given free choice, 
vould desire more than what 
omes out of the diveried line of 
>f{fort. 

But now in perfect candor. I 
| nust admit that I am not alto- 
,ether sure that, in the absence 





srams, we really would have 
ichieved this high level of con- 
umer purchasing power or real 
income. To have done so wouid 
ave required that we go from 
Fe production and market con- 
ditions of last summer to a bona 
fide peacetime economy in which 
we effected the income and price 
adjustments necessary to a peace- 
time bargaining—and partly ad- 





world’s greatest airlines is now 
taking place and there is a sig- 
nificant feature in the announce- 
out. The NATS, which have 


II, will continue to operate under 
the new merger with ATC, under 


Service. The NATS have been 
operating five of the great MARS 


the war, which up to the present 
time, together with their flect of 
DC-4’s, have carried their pas- 
sengers and cargo over 75% of 
water area and have flown 500,- 
000,000 passenger-miles without a 
single fatal accident. 

The big MARS flying boats 
leave Oakland, California, and 
Honolulu every day six days a 
week and carry thousands of tons 
of cargo as well as passengers and 
| use ground approach control on 
| every landing, whether it is bad 
| weather or not—so that if they do 
| come in with low visibility there 
|is no concern whatever to the 
crew as they have developed in- 
strument landing to a 100% safe 
landing status for a considerable 
period of time. 

The new equipment that is to 
be put on the lines of the new 
Military Air Transport Service is 
not ready for announcement. 


Problem of Getting Capital 

If I may say so, probably the 
greatest problem facing the small 
band of aircraft people is the edu- 
cational problem among the 
peoples of our country to win the 
confidence of sufficient numbers 
of people that will provide the 
capital required to do a sound 
job. It seems that we are unable 
to progress faster than the public 
absorbs their understanding of the 
facts. All through history new 
developments have been resisted 





| 





grams we have had to undertake 
equally high employment and) 


I implied also that this | 
high production would have been | 


of foreign aid and defense pro-| 


ministered—market without suf-' stocked market. 


Outlook for Aircraft Manufacturing 


(Continued from page 14) 
ment that I would like to point | 
operated all through World War | 
the title of Military Air Transport | 


Flying Boats since the middle of | 


fering aggregate production cut-| force and size to transport a suf- 
backs or settling down to a level | ficiency of fuel, provisions, mu- 
of total activity less than that) nitions of war and guns, to con- 
which we will in fact maintain| tend with even a heavy frigate, 
under the spur of European aid | allowing the last to bring her 
and the defense program. Would | broadside to bear.” 


our economic sophistication, our | ew inventions—it can’t be 
mutual forbearance, and our be-| done. 
havior in ; mpetiti arket . 

r a competitive m | When accomplished, too ex- 


in fact have produced a larger end 

product than will be engendered 
as a result of superimposing an 
| admixture of patriotism, fear, and 
|chauvinism upon that pattern oi 
/-econcemic life? I leave that ques- 
| tion with you. 

The foreign aid and defense 
programs have postponed the day 
| wheit we shall have to face thai 
| issue. And since they inevitably 
| enlarge the flow of monetary pur- 

chasing power to an as yet inde- 
‘term.inate extent and reduce the 
|supply of civilian goods in some 
| unknown degree, they cannot help 
| but make more difficult the ulti- 
mate attainment of the hoped-for 
‘equilibrium of a free and well- 


pensive for practical use—when 
in general use—is taken for 
granted. 


Military Side of Aireraft 
Industry’s Outlook 


I would like to talk a minute 
or two more about the military 
side of the aircraft industrv’s out- 
look. During World War II, when 
all industry reached its peak of 
production, it was a fact that the 
aircraft industry was the largest 
industry in the world. This 
partly mav have been because of 
the expanded use of air transport 
combined with the vital impor- 
tance of aircraft as a war weapon, 
| but that will always be the case 
for the aircraft industry from 
now on, 


Immediately after World War II 
our government did not have a 
war policy in regard to national 
defense but that has now been 
accomplished. We are now re- 
arming on a five-year program, 
in which the most vital question 
discussed to date has been. what 
constitutes the minimum peace- 
| time airforce? The overwhelming 
vote in Congress last week for the 
70-group plan will, no doubt. hold 
strong against the Administra- 
tion’s offer to increase to 66 
groups over the original 55. The 
70-group plan, which is roundly 
21.000 airplanes of several differ- 
’ ent tvpes and requires 502,000 

An extract from a letter written | men at a cost, which is exnected 
in 1822 in description of a trip| to rise to a peak of $7% billion 
from New York to Boston, states: | annual appropriations by 1952. 
Leaving New York for Boston| phe five-year nrosram already 


we arrived Providence in 23) gipraces a distribution of busi- 


hours and immediately embarked | nog to the ‘successful aircraft 


by eee ae aac paleo ry ot | manufacturers that will keep us 
Providence to Boston in 4 hours | an a ps r _ ti ya oo ar 
and 50 minutes. If anyone wants | St7ensth that shou © 38 ¥ peal 
to go faster, he may send to Ken- | rapid is ae in oa} 3 Poa 
tucky and charter a streak of | (™ETBEnCy. C GIFCrart MUSE Y 
lightning.” made, by far. the greatest expan- 

Oliver Ievans. in hic dearly ens |/ S08. World War IT over any 
deavors to get Congress inter- | other industry, but with the pres- 
ested in a systematic naaven ef! ent five-year plan and the greater 
: and administrative 


; : ; ‘business 
railroad investigation and devel- ' 
opment. prophesied as follows: “I | knowledge of the industry today 


2 ; /assures the nation that the next 
5 aon ges oh Rea at one | war expansion rouelon of the 
pelled by steam will be in general yas: aoe could be success- 
use, as well as for the transporta- | *UUY Met. 
tion of passengers and goods,|. Since World War IT the aircraft 
traveling at the rate of 15 miles industry with Army and Navy co- 
an hour or 300 miles per day.” |overation has developed a pilot- 
The “New York Tribune” on|/ess aircraft division. The pilot- 
Jan. 24, 1904, published an inter- | ess aircraft branches of the Army 
esting reminder of how at a com-| #"d Navy are growing rapidly in 
paratively recent date those who| the verv important field of na- 
believed in flying were classed as tional defense and I believe the 
visionaries. “Representative Rob- | aircraft industrv 1S keeping pace. 
inson of Indiana, in the House| The entire defense organization 
today attacked bitterly the War|has undergone tremendous 
Department’s policy in spending | changes since World War II and 
money to aid in the development | Without your contact with it, it 
of the Langley airship. He said | world seem almost unbelievable. 
the department had put $100,000} Most of the highly significant 
into a project ‘which every sen- | inventions and improvements in 
sible man knows has no utility’.” | national defense are highly secret. 





known Boston printer, had occa- 
sion to go from Washington tc 
Baltimore. The trip required 1% 
days for its completion in a coach 
drawn by three horses. The mucl 
swifter mail coaches, over the 
same route, left Washington at 
4 o'clock in the morning and 
reached Baltimore, under favor- 
able conditions, at 11 o’clock at 
night on the same day. This re- 
quired a change of horses and 
drivers every 12 to 15 miles. 











the next few years and still leave 
the real income of consumers as 
“igh as it would otherwise be 
during this period—except on one 
assumption. If a substantially en- 
larged military establishment is a 


and, in order to prove my point, 
may I cite some examples from 
recent past history that will show 
the constant resistance encoun- 
| tered when exponents of the arts 
“ : ; ;+;| of progress try to advance faster 
sort of new “white man's bunts hen the acceptance by the masses. 
that we shall have to carry IN-| pus an extract from the “History 
definitely, either alone or as part| of Transportation,” 1828 Lancaster 
of UN, then we may have to re- | School Board states: “You are 
vise our estimates of the level of} welcome te use the school house 
real income that our people may | ty gebate all proper questions in. 
expect as “maximum purchasing | byt such things as railroads and 
power. 

The qualification I just alluded 





rank infidelity. There is nothing 
to is that the circumstances which| in the Word of God about them. 
eause this withdrawal from our| If God has designed that His in- 
consumer market might also oper-| telligent creatures should travel 
ate to enlarge production by a| at the frightful speed of 15 miles 
like amount or maintain it when| per hour by steam, He would 
it would otherwise have declined.| clearly have foretold it through 
It is not possible to demonstrate | his own prophecies. It is a desire 
whether or not this assumption| of Satan to lead immortal souls 
is valid. But it is well worth pon-| down to Hell.” 

dering. When I suggested the| Speeds attained by stage 
proposition that the economic coaches in 1812 were esteemed lit- 
outlock was rendered less favor-, tle short of marvelous; for ex- 
able as a result of the diplomatic ample, Isaiah Thomas, Jr., a well- 








telegraphs are impossibilities and | 


| the people’s money wasted on this 


He continued, “Here is $100,000 of 


scientific aerial navigation experi- 
ment because some man, per- 
chance a professor, wandering in 
his dreams was able to impress 
the officers that his aerial flight 
scheme had some utility.” 

Here is an extract from the In- 
troduction to the “History of the 
Navy of the United States of 
America,” by James Fennimore 
Cooper: 

“There is an opinion becoming 
prevalent that the use of steam 
will supersede the old mode of) 
conducting naval warfare. Like | 
most novel and bold propositions 
this new doctrine has obtained | 
advocates, who have vielded their | 
convictions to the influence of | 
their imaginations, rather than | 
the influence of reflection. 

“That the use of steam will ma- | 





terially modify naval warfare is | 
probably true, but it cannot) 
change its general character. No) 
vessel can be built of sufficient 


/ new divisions 


'but it is generally known that 


startling new plans of defense are 
necessary and reauire extreme 
mobility of all units of national 


| defense. 


While the Aircraft industrv and 
the government have established 
in their aircraft 
list, covering rockets and several 
types of missiles, most of them 
equipped with electronics and 
carrying war heads far in excess 
of anything ever contemplated for 
war. the government is not un- 
mindful of the changes in de- 
fensive tactics necessary for 
national defense against the day 


| when some foreign power may 


have some of these frightfully 
destructive weapons in their own 


camp. : 
There is also a new list of bac- 


‘teria far warfare which can \be 


spread bv airplanes and the re- 


sults could be almost disastrous. 


Therefore, I speak plainly—te 
just don’t dare neglect war 
strength in the air in peacetime. — 
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The Venture Capital Problem 


(Continued from page 8) 
equity financing is brought to the 
market by bond houses, who also 
sell stocks, a whole new set of 
customers, who are stock buyers, 
now have to be found whereas 
20 years ago the individual was 
in the aggregate the principal 
bond buyer as well as stock pur- 
chaser, and no single group of 
individuals could make or break 
an issue. 


Position of Investment Bankers 


Here let us take a look at the 
position of the issuers or equities 
and also the investment bankers 
with whom they may deal. 

It is true that today the invest- 
ment banker has to find in gen- 
eral entirely different customers 
for stocks than for bonds. Insti- 
tutions buy the bonds and indi- 
viduals buy the stocks. This makes 
it harder to sell stocks and often 
more costly. It is however un- 
doubtedly true that because it 15 
harder and therefore more costly, 
too many houses fail to interest 
enough individuals, in new as well 
as old issues of stocks and hence 
fai] to give the necessary Incen- 
tive. If anyone thinks that equl- 
ties can be sold by competitive 
bidding with equal facility let me 
assure you they cannot with any 
assurance of success because it is 
a certain preventive of permitting 
security dealers to distribute 
properly the facts about a new 
issue. In competitive bidding no 
dealer dares to acquaint anyone 
outside of his own bidding group 
with the possible price to be paid 
or with other details of the secur- 
ity that might help the competitor 
so that only after the issue is 
brought out and offered to the 
public can this be done. It is then 
too late to undertake the work 
properly. This prohibits the pro- 
cedure often practiced in negoti- 
ated deals. Then dealers can talk 
about the issue even the approx!- 
mate price to be asked. The pub- 
lic is loathe to and should not buy 
equities that they know little 
about, The public cannot be prop- 
erly informed under competitive 
bidding rules. 

I have said and I repeat, that 
dealers when permitted to do so 
in negotiated deals, and in be- 
tween such deals, should again 
arouse themselves to the task of 
creating greater proper incentive 
so that individuals may better 
understand when equity pur- 
chases are advantageous to them- 
selves. 

All this activity suggested on 
the part of dealers is impossible 
if the practice, too often indulged 
in on the part of industrial com- 
panies seeking equity money, of 
using every effort on behalf of 
their stockholders, but I suspect 
sometimes or behalf of their own 
personal satisfaction, to drive a 
hard bargain and thus try to force 


the public offering price of their | 


own securities higher—to such I 
would suggest “Get off the dime 
and find the doilar.”’ 


When money was much higher | 


than today and before competitive 
bidding forced bids too high for 
the public good, the spread be- 
tween purchase price by under- 
writers and the public offering 
price was several times greater 
than today. Then dealers could 
afford to keep in touch with even 
very small investors. This change 
in trend undoubtedly has led in- 
dustrial companies to attempt 
likewise to obtain the last dollar 
out of the public for their equity 
issues. It is not only a short- 
sighted policy for any issuer to fol- 
low for the good of his own com- 
pany in the long run but it is 
contributing to the general lack of 
incentive on the part of all indi- 
viduals to invest in equities. 


No issuer should give money 
away unnecessarily but they 
should invest money in their own | 
good will and in their own stake | 
in maintaining a flaw of venture 


capital. 


| 


By sqeezing the last dollar out 
of dealers and the public, as too 
often happens, an issuer lessens 
the effort of dealers to interest the 
public in equities generally and 
discourages investors directly by 
forcing, through driving tough 
bargains, the issue price of their 
own securities to dangerously high 
levels thereby creating too often 
unsuccessful issues. The individual 
has the right to expect and cer- 
tainly to hope that what equities 
he buys will not immediately sink 
in value. The first Chairman of 
the SEC said just that to a small 
group of underwriters whom he 
called to Washington some thir- 
teen years ago. I was one of those 
present. He admonished these 
dealers against bringing out new 
issues of securities too close to the 


prevailing market and stated that | 


they should be issued to the pub- 
lic sufficiently below the market 
to ensure to the investor some 
market protection. Such a state- 
ment undoubtedly followed tne 


mandates of Congress in security | 
legislation, wherein the protection | 


of the public was the primary 
objective. 

Competitive bidding, whenever 
it is mandatory, as later developed 
in the SEC, wiped out any such 
policy. 
subject of others in public ad- 
dresses and I will not elaborate 
upon it. In too many instances, I 
will say, however, competitive 
bidding has reversed 
SEC Chairman’s policy as w ell 
as the principles inaugurated by 


the Congress in its securities legis- | 


lation beginning in 1933, because 
competitive bidding seeks to pro- 
tect primarily the issuer and lets 
the public be damned. 

In my personal opinion based 
on facts as I know them competi- 
tive bidding was found necessary 
by the SEC, not because it was 
in the public interest but because 
it removed from the Commission- 
ers the very real burden of any 
public official of taxing the re- 
sponsibility of deciding as re- 
quired by the law that the 
price at which a public utility 
holding company sold its securi- 
ties to dealers was fair to the 
seller. 

Equity issues cannot be satis- 
factorily or safely sold through 
competitive bidding except in a 


rising market which I do not know | 
how to predict and I do not be-| we see them often flatten out in 


lieve you do. Yet to listen to the| ine Ggistance as MacArthur viewed 


glowing accounts of the past by | 


some government officers on the 


no corporation should think of fi- 
nancing itself through other 
means, and that investment bank- 
ers who opposed such a form of 
competition were working for 
'themselves and against the public 
interest. By forcing too high the 
| pubile offering price by any other 


| worst features of competitive bid- 
ding. 


ment I hope I will be pardoned if 


|I invite your attention to the fact | 


| that Iam a graduate of West Point 
'and was a regular Army officer 
for 16 years thereafter until I re- 
signed after World War I. They 
just refused to take me in World 


War II because I was approaching | 


senility. I am not a pacifist. 


So, after saying that, let me 
for a moment before I stop just 
think out loud. 

Where is all of this money com- 
ing from that we are planning te 
spend and give away? The Gov- 
/ernment has none of it except 
| what you and I and the rest of our 
/people give to it. Why do re- 
sponsible officers of government 
| tell me, and for that reason I will 
not quote them that neither can | 
this Administration nor any other | 
Administration soon after a war | 
appreciably cut non-military ex- | 
penditures of government. Why! 


This has recently been the | 


that first | 


means, creates a duplication of the | 


Before I make my closing state- | 


dustry so directly, when govern- 
ment blandly creates such acts 
and subsidizes price increases at 
times and fails to include infla- 
tionary actions by others which 
are equally important. 
ment has and will play so import- 
ant a role in the economy of this 
nation that confidence in our gov- 
ernment becomes one of the 
greatest factors in producing a 
flow of venture capital. It is not 
to be expected that any Adminis- 
tration is going entirely to divorce 
politics from its policies. That be- 
ing the case let us at least have 
Government policies and politics 
friendly to industry and labor 
alike. One cannot do without the 
other in spite of the beliefs and 
tenets of Stalin which, in the New 
Deal Era, seemed to create a very 
favorable impression in some 
quarters of our government. 
How does it happen that we 
suddenly know so much detail 


‘about the armament of Russia 


when we know so little about any- 
thing else there? While Russia is 
supposedly unsound economically 
certainly war-torn and allegedly 


| trailing in mass production know- 


how, how does it happen thai 
whereas we had the greatest wa! 
machine in history and are cur- 
rently spending billions on ou 
armed forces, that we now are 
relatively destitute of material for 
defense while Russia is beautiful- 
ly situated with plenty of every- 
thing much of it of the latest 
model? 

Who really thinks Russia is jus 
itching for a war now or in the 
immediate future? 


I am for preparedness without |! 


questioning too closely expense: 
and I know only too well that thi: 
country can drift into a sorry state 
of unpreparedness where it may 
be today. I realize that propagan- 
'da which pictures war scares anc 
' fosters talk of new push buttor 
wars may be necessary to wake 
us up as a nation and billions may 
be necessary to spend on arma- 
ment for defense. We are told 


‘this will soon drive us to deficit 


financing just as we are concern- 


'ed with tax reduction which is an 


obvious incentive to prospective 


'investors. When business men and 


equity investors find themselves 
crisis-hopping as MacArthur once 


| was island-hopping and when we 


look back at those mountains of 
erises which we have passed and 


the flattened rampants of the 


advantages to the public of. com-| Japanese after he had left them 


petitive bidding you might think oer repeat I am only wondering— 


behind, I am begininng to wonder 


I am wondering how we can ex- 


| pect to find enough venture capi- 


tal to continue its flow sufficient- 


|ly wherein risks of some sort al- 


| ways abound if we seemingly go 
out of our way to magnify pur- 
posely the risks which always dis- 
turb investors enough anyway in 
a war torn world? Are we going 


| some day to find a lone horseman 


in the middle of a stream with a 
; spare mount being offered tc 
‘which he might change. I am 
merely wondering. 


| With Walston, 
'Hoffman Co. 


(Special to THe Financia, Crronicrr) 

| LOS ANGELES, CALIF.—Mar- 

_vin L. Gallagher has become con- 
nected with Walston, Hoffman & 
Goodwin, 550 South Spring Street. 

|He was previousty 

| California Co. 


| aocinednitin 


‘Hannaford & re 


(Special to THe Financia CHRonicie) 


Govern- | 


with First. 


Observations 


(Continued from page 5) 


been promulgated by Robert Nathan, Henry Wallace and Administra- 
tion economists. Also fitting in this category of oscillating interpre- 
tation is the now-abandoned expectation of a repetition of the 
post-World War I deflation which was so elaborately demonstrated 


during recent bear markets. 


Instead, now after the stock market 


rise, factors like expected employment of over last year’s 60 million 
figure and declining value of the dollar, are monopolizing the forum 


of market interpretation. 


The Stock-Supply vs. Money-Demand Chameleon 
The supply of money in relation to stocks is another element 
habitually used to rationalize up and down movements in stocks. 
During the roaring buil market of the late 1920’s a leading justifi- 
cation for the fantast:c earnings ratios up to 200-to-1 was the alleged 


scarcity value of stocks. 


Along the same lines a popular explanation 


of the bull movement of the mid-1940’s was the nation’s greatly 
expanded supply of money, in the face of the fact that the two 
previous bear markets had also occurred during major expansion in 
the money supply. And again during the past vear of extraord narily 
low price-earnings ratios, observers ranging from the loftiest insur- 
ance company officials and bankers to market letter-writers and 
margin clerks have fairly inundated us with variations of the query: 
“Where is the mcney coming from to finance the equity market?” 
In case of a further market rise, no doubt the recent elaborate statis- 


tical demonstrations of the tax-ridden 


investor’s poverty will be 


completely supplanted by the already-heard slogan, “The big money 


will come in after Election day.” 


While the above commentary on the proclivity to chase price 
movements has referred to market observations of an economic and 
other qualitative nature, it also is applicable to the market tech- 


nicians. Perusal of 


ists and other market “internalists”’ 


some of the current conclusions of the ratio- 


reveals that they too have revised 


their interpretations of their mechanistic tools—post (if not propter) 


the intervening market rise. 


Why Support Government Bonds? 


(Continued from page 11) 


should not need support since the 
Treasury must pay them at par 
within so short a period. 

(5) Holdings of insurance com- 
panies—$20 billion. 

These are mostly of longer-term 
bonds held for income and not 
seriously affected by market 
prices. 

(6) Long-term holdings of sav- 
ings banks and like institutions 
—$10 billion. 

(7) Long-term holdings o’ 
“others” (individuals, corpora- 
tions, etc.)—$30 billion. 

The last four items (numbers 
4, 5, 6, and 7) totaling $105 bil- 
lion have varying need of support, 
and the holders of most of them 
would gladly endure any decline 
due to lack of support rather than 
suffer continued inflation anc 
high prices due to the methods of 
support which have been and are 
followed by the Federal Reserve 
Board. There are other possible 
methods of support. For example 
it might be provided by makines 
such holdings available at par for 
taxes due the Federal Treasury as 
is the case with present issues 0’ 
three-year tax notes. 

There remain a little less than 
$30 billion of long-term govern- 
ments held by the commercial 
banks. These were practically all 
acquired not by patriotic sub- 
scription to Treasury issues (the 
banks were barred from bond 
| 3ubscriptions in 1943) but volun- 
tarily for investment by purchase 
on the market. Why give this 
‘bank holding a support not en- 
ioyed by holders of savings 
bonds? If the banks can make 
'long-term corporate loans as they 
do at fixed interest rates without 
anybody’s support, surely they 
| would not suffer much by ending 
Federal Reserve support of gov- 
ernment bonds. 


How Long Should Support Be 
Kept? 

It is true that the Federal Re- 

| serve Board announced its inten- 

tion to pay par to the banks for 

their government holdings. But 


| SAN FRANCISCO, CALIF.—| for how long? Till all the gov- 


| Herbert A. Welch, Jr. 
| the staff of Hannaford 


has joined 
& Talbot, 


| 519 California Street. 


With Waldron & Co. 


(Special to Tue Financia, CHRONICLE) 


: : | SAN FRANCISCO, CALIF. — 
is the cry against inflationary acts,'| James W. Lynch is with Waldron | support of government bonds held 
|0f which I approve, leveled at in- | & Company, Russ Building. 


/ernment debt is redeemed? Sure- 
'ly we are not to support these out- 


istanding government obligations 
| whatever may be the consequence 


| through so long a period. The) 
| power to change its declaration | 
i of intention with respect to the. 
‘Northampton Street to engage in a 


| by the banks is still in the Federal 


Reserve Board to be exercised in 
its discretion. It does not need 
new legislation to enable it to 
make a change, and it would seem 
a change is overdue. 

The whole picture makes pretty 
clear that support of the govern- 
ment bond market is not so much 
for the holders of the bonds as for 
the issuer, that is, the Treasury. 
The purpose of the support is not 
to fix the price the holder can get 
if he wants to sell but to maintain 
the low interest rate the Treasury 
wants to pay. 

These low interest rates main- 
tained by monetary manipulation 
result in inflation of our currency, 
adulteration of our money sup- 
ply, high prices, and demands for 
higher wages. These are the prin- 
cipal ills from which our econ- 
omy presently suffers. They are 
the consequences of the govern- 
ment’s own financial policies. 

I me 


Bowlby With 
Gillespie Wouters 


(Svecial FINANCIAL 

GREEN BAY, WIS.—Claude N. 
Bowlby has become associated 
with Gillespie & Wouters, North- 
ern Building. He was formerly 
with Wayne Hummer & Co. and 
Harris, Burrows & Hicks. 


CHRONICIE) 


to THE 


With Dempsey-Tegeler Co. 


(Special to THe FinanciaL CHRONICLE) 

LA JOLLA, CALIF.—Harper C. 
Olmstead has become associated 
with Dempsey-Tegeler & Co., 210 
West Seventh Street, Los Angeles. 
He was formerly La Jolla repre- 
sentative for Conrad, Bruce & Co, 


With Carter H. Corbrey 

(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Wil- 
liam P. Troth is with Carter H. 
Corbrey & Co., 650 South Spring 
Street. In the past he was with 
Morton Seidel & Co. 


John B. Dunbar Co. Adds 


(Special to THe Frnanciat Caroni- 8) 


LOS ANGELES, CALIF.—Ralph 


'O. Proctor has been added to the 


staff of John B. Dunbar & Co., 
634 South Spring Street. 


Daniel M. Lear Opens 


(Special to THe Financia CHRONICIE) 
HOLYOKE, MASS.—Daniel M. 
Lear has opened offices at 1646 


securities business. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) : 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated steel operations (percent of capacity)_.__._.__..__._._____ _May 


Equivalent to— 


Steel ingots and castings produced (net tons)_._._.._._._..._ ___ _._._._May 


AMERICAN PETROLEUM INSTITUTE: 


Crude oil output—daily average (bbls. of 42 gallons each)______ Apr. 
Crude runs to stills—daily average (bbls.)_....... = === ss—S Apr. 
IP: SII, ce Apr. 
i | SSRIS 2 os 2 ee tS Apr. 
Gas oil and distillate fuel oil output (bbls.)..--._ == _Apr. 
oo eR ee aR se ee Apr. 
Stocks at refineries, at bulk terminals, in transit and in pipe lines— 
Finished and unfinished gasoline (bbls.) at-________ sehen ab enatins Apr. 
Re eT eS __.-Apr. 
Gas oil and distillate fuel oi] (bbls.) at-...-........_ Apr. 
messiual Pus ire) Oho _Apr. 


ASSOCIATION OF AMERICAN RAILROADS: 


Revenue freight loaded (number of cars)_._........_..sss—i—~—s—s—s—sS Apr. 
Revenue freight rec'd from connections (number of cars) __- 


CIVIL ENGINEERING CONSTRUCTION, ENGINEERING NEWS- 


RECORD: 
Te i Apr. ‘ 
gE 8 Re pe aie, Silesia _Api 
ROIS TSR Cae Rt gt ae Ae le PE _.._Apr 
ge SE EES ee eae _Apr 
SCRE see A ES Eo | SPE Te Ey ae ee PIER | Apr 
COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and Ngnite (tons).........._.._._......__._____ Apr. 
Pennsylvania anthracite (tons)___.__..._.........__..____ PAB 
Sn I CU 7 st _Apr. 


DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 


TEM—1935-39 AVERAGE—100____._...__._.___. ae. F 


EDISON ELECTRIC INSTITUTE: 





oe a en Rape. TE Sia nk de Le Apr. ! 
FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 
A ER See er Wee eet ee eee ee re oe Apr. : 
IRON AGE COMPOSITE PRICES: 

oe OE Se ISTE LILLE LRA LT, A | 

ge a Or eR ae ae __Ap! 

| eee ee ee A es Apr 
METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

RGU SS OS EI lS AR Cc PE SEI? Apr. 
Yara SNE IIE Siete Bd nc STE a 8 SI Api 

a a a ee ee Ce ae Apr 

Lead (New York) at... __-_- i ee : Ap! 

I a a .._Ap! 

Spm In UG TO Cs Os ee ee Apr 

MOODY’S BOND PRICES DAILY AVERAGES: 

ok ea OI Se te ae a Ee RU Che egy SE Sa Yee a Apr 

ee URE NE Fee Agee ees Ea eee ae _Apr 

San ats a a a ee aoe _ Apr 

Bitnas eo: ec ee ee LS, EE LID Pe OT ke Apr! 

yA raed : Se pink eae as SO Aah ye HAE ee RS ie LPL who Apr 

Baa- hahaa Sao ah Fe a ES I RE Tt Ap! 

Railroad Group a ee fw St ET 2h SES pte: Apr 

Public Utilities Group SM PR EP > 3 ee ee oe OES Apr 

Industrials Group__-_ Pe: ties dp si 8s echo SL SE Cc ee ee De _Ap1 

MOODY’S BOND YIELD DAILY AVERAGES: 

U. S. Govt. Bonds Mie Ne A RL) ES Apr 

IE ESE S EO Peak) ee ee ee en Pare Apr. 

NG iienihise ce BE ES ee RES A ae ee 2 ee Apr 

ek a a i ee P< EPR et F Apr 

| _ a NO ad | OO Ce eee Ti 

EERE ET NTE GERRI 8 eee a EL eS Oe Apr 

Railroad Group AE En SA Sy CE 2 ee renee 

I Apr 

Industrials Group 5 ECS SL CDSS Se Se, A EES SSE. Apr 

MOODY'S COMMODITY INDEX Sr A ep See ee ES 
NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- 
ITY INDEX BY GROUPS—1935-39-—100: 

Poods —...:.... : eee ne Re ee SEs, SE ee Se ee 
Fats and oils Bow Se OE ARR ere AS 2 ARP RI _Apr 

Farm products PS BES EES A SS saneypiete y _Apr 
Cotton _ RI TO ah RGD RCE, URE TEE _Apr 
ae te : SE TEA Rghpes. ee ress eS SE _Apr 
Livestock ‘ Seeese LS A OS Blade CTI Apr 

Fuels__- : ERE RA ROE PIs. 2 ee ee CRC NN) 

Miscellaneous commodities Cee Ee ee 2 RPT _Apr 

Textiles___ toe RS NS ee RS eS % Sees _Apr 

Metals. ss ae z oe EA EY ES a oe CEE Apr 

Building materials__-_ . ili th sli aicen cictnahbiedes LSE Se _Apr 

Chemicals and drugs , Sele es ee ne 

Fertilizer materials : ltleahccadic tllNicte tabi ace Made sadetiatinda _Apr 

Fertilizers____ Shin ; EE Fe ies 

Farm machinery- 5 ‘ - ee ee EE Rect" _Apr 
All groups combined-- . 2 n> ss wnsicniga wt ciegletieh en ceendiiaty taleienasala ihe 

NATIONAL PAPERBOARD ASSOCIATION: 

Orders received (tons)- _ PS SS eee ae eae ea Cae, SAE) Sem Apr 

Production (tons) - ; Th SE Lae Se BE IME -Apr 

Pupmeeage--of getivityo te st énbdites edd _Apr 

Unfilled orders (tons) at eS T eS SR ee 

OIL, PAINT AND DRUG REPORTER PRICE INDEX—1926-36 
AVERAGE—100 _ Poche - <2 fais a T= I 1B a RA _Apr. 
WHOLESALE PRICES—U. 8S. DEPT. OF LABOR—1926=-100: 

All commodities__... ~~ -- FT ee eT OY 
Farm products acl Sis ei cbiepcte ain inesialsiactis tim heel aedeagal Apr 
Foods. tate . a7 septa -apinsles soiapliinigties eihahiiniaee Apr 
Hides and leather products Sls wi Sarctten enantio bce S piece oa a 
Textile products__- hiewth bendy on aianagthtsiden a sss anata inal ._-Apr 
Fuel and lighting materiais__- an, SS eee. Te edsnuipithinn tie Apr 
Meta] and metal products ER Se Ea IE t+ Apr 
Building materials ; $ EG LE Ras oe ey ee Apr 
Ee, | FTES ane, BAe _Apr 
Housefurnishings goods a ai de al aad aaa Apr 
ee Le ae Apr 

Special groups— 

Raw materials____.___- WEES WE fe SRE ES coe ee Sayan, ag nO ae _.Apr. 
EE ES ee Pe EY Sete SET Apr. 
Manufactured products.___.__________ Ae! SSRI. SEEN Ne __Apr. 
All commodities other than farm products.___-____.______~_- Apr. 
All commoaities other than farm products and foods_____-_-_~-- Apr. 


*Revised figure. 
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Latest 
Week 
86.6 


1,560,900 


0,650 
21,000 
8,000 
90,000 
1,000 
5,000 


oa&Nm oO 


{ 


5,3 
5,5 
16,5 
2,35 
7,0 
8,7 


ure 


110,838,000 
12,015,000 
33,985,000 
44,110,000 


785,668 
602,165 


$136,743,000 
71,656,000 
65,081,000 
55,751,000 
9,336,000 


7,715,000 
1,954,000 
30,700 


294 


5,027,280 


3.23940c 
$40.11 
$40.33 


21.200c 
21.425c 
94.000c 
17.500c 
17.300c 
12.000c 


100.85 
112.37 
117.60 
115.63 
111.62 
105.17 
107.09 
113.89 
116.22 
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33 
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Previous 
Week 


80.0 
1,442,000 


111,589,000 
11,438,000 
33,121,000 
49,228,000 


683,852 
586,289 


$144,579,000 
89,086,000 
55,493,000 
42,944,000 
12,549,000 


* 2,435,000 
850,000 
*11.800 


298 


5,086,826 


101 


3.23940c 
$40.11 
$40.33 


21.200c 
21.550c 
94.000¢ 

7.500c 


17.300c 
12.000c 


100.82 
112.19 
117.40 
115.43 
111.81 
104.83 
106.92 
113.89 
116.02 
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.88 
67 
.46 
.34 
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163,680 
193,572 

103 
434,430 


*146.6 


160.6 
183.1 
174.5 
186.2 
145.5 
131.8 
157.1 
193.4 
136.8 
144.7 
120.7 


174.1 

153.6 
156.0 
155.6 
147.9 


Month 
Ago 
88.3 


1,591,600 


5,240,250 
5,344,000 
15,600,000 
2,531,000 
7,472,000 
9,006,000 


113,247,000 


47,603 000 


700,482 
689,062 


$137,910,000 
69,598,000 
68,312,000 
63,630,000 
4,682,000 


313 
5,064,555 
101 


3.23940c 
$40.29 
$40.25 


21.200c 
21.675c 
94.000c 
15.000c 
14.800c 
12.000c 


100.90 
111.25 
116.61 
115.04 
110.70 
103.64 
105.86 
113.12 
115.43 


44 
.10 
.82 
90 

13 
53 
3.40 
3.00 
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251. 
329. 
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218.3 
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157,299 
192,531 

104 
439,166 


145.4 


161.5 
187.6 
176.4 
185.9 
145.6 
131.7" 
156.0 
192.6 
135.8 
144.3 
119.9 


176.5 
153.3 
156.3 
155.7 
147.3 


Year 
Ago 
96.4 


1,686,900 


4,912,100 
4,686,000 
14,042,000 
2,038,000 
5,192,006 
7,910,000 


103,825,000 
9,477,000 
29,949,000 
42,458,000 


865,844 
680,383 


$88,420,000 
42,401,000 
46,019,000 
35,372,000 
10,647,000 


12,828,00C 
1,044,00C 
121,006 


N 
=] 
= 


4,667,997 


66 


2.86354c 
$33.15 
$31.83 


21.225c 
23.675¢ 
80.000c¢ 
15.000c 
14.800¢ 
10,500c 


8.3C 
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ALUMINUM WROUGHT PRODUCTS (DEPT. 
OF COMMERCE) — Month of February: 


Total shipments (thousands of pounds) -_~_~ 


AMERICAN IRON AND STEEL INSTITUTE: 


Steel ingots and steel for castings produced 
(net tons)—-Month of March___---_ ~~~ 


AMERICAN PETROLEUM INSTITUTE—Month 
of January: 
Total domestic production 
lons each) -—- 


(bbls. of 42 gal- 
Domestic crude oil output (bbls.) 


Natural gasoline output (bbls.}- 

Benzo] output (bbls.)__-.----__~_- . 
Crude oil imports (bbls.)_. ‘ . 
Refined products imports. (bbls.) 


Indicated consumption—domestic and export 
(bbIs.) _- ae : : kas 
Decrease—all stock (bbls.)_- Shana 


AMERICAN ZINC INSTITUTE, INC.—Month of 


March: 
Slab zine smelter output, all grades ‘tons 
of 2,000 Ibs.) i 


Shipments (tons of 2,000 Ibs.) 
Stock at end of period (tons). 
Unfilled orders at end of period 


BUILDING PERMIT VALUATION — DUN & 

BRADSTREET, INC.—215 CITIES 
Month of March: 

New England - bd etka Sinaaie thaiedanas 

Middle Atlantic Ege S ar 

South Atlantic 

East Central 

South Central 

West Central 

Mountain 

Pacific 


(tons) 


Total 
New York City 4 ‘ 
Outside of New York City 


United States 


CASH DIVIDENDS — PUBLICLY REPORTED 
BY U. 8S. CORPORATIONS—U. 8S. DEPT. 
OF COMMERCE—Month of March 


COTTON AND LINTERS — DEPT. OF COM- 

MERCE —- RUNNING BALES— 

Lint—-Consumed Month of March nee Se 
In consuming establishment as of Mar. 31 
In public storage as of Mar. 31 3 

Linters—Consumed Month of March 
In consuming establishments as Mar. 31 
In public storage as of Mar. 31. 

Cotton spindles active as of Mar. 31 


COTTON SPINNING (DEPT. OF COMMERCE) 
Spinning spindles in place on March 31- 
Spinning spindles active on March 31 
Active spindle hovrs (000s omitted), March 
Average spindle hours per spindle in place, 

March (000’s omitted) 


DEPARTMENT STORE SALES—SECOND FED- 
ERAL RESERVE DISTRICT, FEDERAL RE- 
SERVE BANK OF N. Y. 1935-39 AVERAGE 

100—Month of March: 


Sales (‘average monthly), unadjusted 
Sales ‘average daily), unadjusted 

Sales ‘average daily), seasonally adjusted 
Stocks, unadjusted as of Feb. 29 


Stocks seasonally adjusted as of Feb. 29 
EDISON ELECTRIC INSTITUTE: 
Kilowatt-hour sales to ultimate consumers— 
month of January (‘(000’s omitted) 
Revenue from ultimate customers—month of 
January 
Number of ultimate customers at Jan. 31: 
EMPLOYMENT AND PAYROLL—U. 8S. DEPT. 
OF LABOR-—Month of February: 
All manufacturing 
Durable goods 
Non-durable goods 
Employment indexes— 
All manufacturing 
Durable goods 
Non-durable goods 
Payroll indexes 
All manufacturing 
Durable goods 
Non-durable goods 
Estimated number of employees in manufac- 
turing industries— 
All manufacturing 
Durable goods 
Non-durable goods 


INTERSTATE COMMERCE COMMISSION— 
Index of Railway Employment at middle of 


March (1935-39 Average=-100) 

LIFE INSURANCE PURCHASES—INSTITUTE 
OF LIFE INSURANCE—Month of March 
(0000's omitted)- 

Ordinary 

Industrial 

Group 
Total 

MAGNESIUM WROUGHT PRODUCTS (DEPT. 
OF COMMERCE)—Month of February: 

Shipments (in pounds) 

RR. EARNINGS—CLASS I ROADS (ASSOC. 

OF AMER. RRS.)—Month of February: 


Total operating revenues 
Total operating expenses 

Operating ratio—-per cent 
Taxes £ 
Net railway operating income before charges 
Net income after charges (est.) 


SOFTWOOD PLYWOOD ((DEPT. OF 
MERCE)—Month of February: 
Production (M sq. ft. %8-in. equivalent) 
Shipments and consumption (M_ sq. 
%g-in. equivalent) 
Stocks (M sq. ft., 
of month ; 
Consumption of logs (M ft., leg scale) 
Stocks «(M ft., log scale) at end of month 


Revised **Preliminary figure. 


COM- 


ft., 


3g-in. equivalent) at end 


figure. 





Latest Previous Year 
Month Month Ago 
135,935 139,588 123,368 
7,612,624 *6,940,210 7,307,488 
175,828,000 177,800,000 155,451,000 
163,781,000 165,443,000 144,800,006 
11,997,000 12,307,000 10,571,000 
50,000 50,000 80,000 
8,427,000 8,812,000 7,763,000 
5,479,000 6,126,000 6,207,000 
199,763,000 206,764,000 —-183,379,00¢ 
1€,029,000 14,026,000 13,958,006 
73,209 66,784 75,376 
76,241 *73,608 75,78 
45,229 "46.261 162,049 
61,610 72,224 56,602 
$13,632,673 $8,141,187 $10,009,132 
69,345,082 53,277,733 74,141,842 
25,099,432 22,631,690 20,259,565 
58,152,603 38,965,760 46,771,670 
62,828,452 41,558,175 26,546,321 
17,895,915 8,246,656 10,259,618 
9,221,686 6,544,474 5,659,130 
80,910,187 56,425,947 41,415,985 
$337,086,030 $285,791,122 $235,063,263 
40,756,373 37,895,315 61,422,127 
296,329,657 197,896,307 173,641,136 
$595,500,000 $199,400,000 ma 
878,714 785,231 875,306 
2,286,114 2,243,185 2,234,321 
3,676,735 4,470,307 3,339,223 
103,751 97,921 86,339 
295,070 273,771 309,607 
64,126 61,365 72,096 
21,708,000 21,489,000 21,959,000 
23,763,000 23,720,000 23,807,000 
21,708,000 21,489,000 21,953,050 
11,005,000 9,819,000 10,029,520 
492 440 421 
248 182 233 
234 202 228 
229 241 22% 
254 ‘232 *240 
255 250 242 
20,267,417 19,617,041 18,303,206 


$362,162,700 
38,599,687 


12,748,000 
6,520,000 
6,228,000 


155.6 
180.6 
136.0 


344.9 
381.1 
309.5 


$1,242,718 
225,202 
342,917 


$1,810,837 


413,000 


$715,890,641 
586,355,682 
81.91 
$77,254,849 
39,425,295 
17,500,000 


156,285 
155,486 
39,273 


69,411 
171,675 


$351,460,200 
38,431,950 


*12,847,000 
“6,618,000 
6,229,000 


*156.8 
*183.3 
136.0 


*349.7 
* 301.6 
308.7 


“15,878,000 
*8,041,000 
*7.837,000 


*132.7 


$1,331,394 
178,354 
272,132 


$1,781,880 


314,000 


$750,734,787 
615,855,516 
82.03 
$79,004,455 
41,297,152 
19,000,000 


*159,395 
"153,017 
*37,755 


*69,238 
*190,769 


$326,660, 160 
36,261,549 


12,593,000 
6,502,000 
6,091,000 


153.7 
180.1 
133.0 


310.6 
344.6 


277.4 


133.2 


$1,283,161 
181,315 
381,579 


$1,845,995 


$636,240,256 
509,532,044 
80.68 
$69,882,047 
43,820,930 
17,200,000 


129,622 
127,658 
31,995 


58,018 
119,152 
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The Challenge to Business 


(Continued from page 18) 


and lead to heavy unemploy- 
ment. There is no need, however, 
for this serious ¢rop in demand 
if the public is educated to accept 


and insist on the higher standards | 


of living made possible by our 
productivity and by the increased 
real purchasing power resulting 


from increased productivity. Let’s 


just look at some of the facts of | 
‘reaching what might be called 


our present economy from a mar- 


living of the typical 


| keting standpoint. First, let’s an- 


alyze ability to consume. 


Ability to Consume 
A study of different standards 
of living actually existing at dif- 


'ferent levels of income, prewar, 


shows clearly that the standard o: 
American 
family could be doubled without 


HOW CONSUMPTION INCREASED WITH FAMILY INCOME—1941 


Total family expenditures for goods 


and services 
Food 


Housing, fuel, light & refrigeration 


Household operation 
Furnishings and equipment 
Clothing 

Auto transportation --__- 
Other transportation 
Personal care __..._-~_- 
Medical care 

Tobacco 

Recreation 

Reading 

Formal] education 


Miscellaneous family expenses-_--- 


Annual Family Income Group t 
$1,000-$1,500 $2,000-$3,000 Increase 
(50% werebelow (35% wereabove in 
$1,500 in 1941) $2,000 in 1941) Consump- 
$25 per Week $50 per Week tion 


$2,214 
693 
394 

92 

135 
252 


73 
78 
100 
YY 
91 
148 
115 
81 
62 
74 
158 
83 
350 
86 


Source: U. S. Bureau of Labor Statistics, Bulletin No. 822—Page 75 


Disposable Personal Income After Taxes 
Basic Living Costs to Maintain 1940 Standard 
of Living for Food, Clothing and Shelter-_- 


Surplus Income for Discretionary Spending 


or Saving 
Personal Savings 


Income for Discretionary Spending 


* 4 times as much as in 1940. 


—/( Billions)— 
Estim. 
1940 1948 


$75.7 $197.0 


Percent. 

Increase 

160% 
93 


49.2 95.0 





285 
224 


$102.0 
12.0 





$90.0 *295% 


Percent. 
Increase 


Estimated 


1940 1948 


Disposable Personal Income After Taxes 


(billions) 


Consumer Price Index (1940—100)_--- 


160% 
70 


$75.7 
100 


$197.0 
170 


Real Disposable Income in 1940 Dollars 


(billions) 


$75.7 $115.9 53 


Real Disposable Income Per Family in 


1940 Dollars 


! CHART I 


HOW CONSUMPTION INCREASED WITH 


$2,166 $2,925 


Pati d 


FAMILY INCOME, 1941 


The #25 per week family typified our economy in 1941-An economy typified 
by the #50 per week, family (#50 of real purchasing power) is not too high a 
goal for our productive ability. Major increases in consumption and potential 


markets would result. 


TOTAL MONEY EXPENDITURES 


FOR GOODS AND SERVICES (25 PER WEEK FAMILY 


Annual Family Income 


MIKCEUANEOUS ~ 41,000 10 #1500 


AUTO © OTHER TRANSPORTATION 


CLOTHING 


{| 50% WERE BELOW #1500 
In 1941 


Source: US Dept of Lobor Bulletin 822, Poge?S 


150 PER WEEK FAMILY 


Annual family Income 


N 
$2,000 103,000 PER CENT INCREASE 
42.214 897 TOTAL EXPENDITURE 
= = =~ 86% MISCELLANEOUS 
— 150% READING & EDUCATION 
47 ~~~ O11 PERSOWAL CARE 
47 74% 1OB8ACCO 


85 ~~ 158% RECREATION 




















102 627 MEDICAL CARE 





135 99 7. FURNISHINGS AND EQUIPMENT 





143% AUTO AND OTHER 
TRANSPORTATION 





917. CLOTHING 





82% HOUSING HOUSEHOLD 
OPERATION 





73% FOOD 


~_ 











ONLY 35% WERE ABOVE 
#2000 In 194] 





89% 


| 60% 
| units had money incomes of over 





"Real Purchasing over 
re gt0 Delors 


| Income After Toxes, 


TABLE I 


Both Productivity Per Capita And Real Disposable Personal Income Per Capita Increased 


By One-Third from 1940 te 1947 


1940 
131,970 
47,520 
100 


(thousands) 
(thousands) 
(1935-1939—100) 


Federal Reserve Board Index of Industrial Produc- 


Productivity— 
Gross Nationa] Product 


Real Gross Nat’l Product in 1940 Doliars__({ billions) 


Per Capita 
Per Employed Civilian 
Purchasing Power— 
Disposable Personal Income After 


Real Disposable Personal Income After Taxes 


1940 Dollars 
Per Capita 


Disposable Income as a Share of G 


*January 1. 
£ource: 


(1935-39= 100) 125 
$100.5 
$100.5 

$761 
$2,115 


(billions) 


Taxes__ (billions) $75.7 
in 
(billions) $75.7 
$574 


ross Nat’l Product 75% 


144,002 
38,027 


$229.6 
$144.4 
$1,003 
$2,488 


$175.3 


$110.3 


“ Increase 
Over 1940 


10% 
24 
70 


% Increase 1948 
Over 1940 Opportunity 
9% 145,340* 
22 59,000 
59 170 


1947 


159 


187 50 197 58 


128 
44 


32 
18 


$260.0 
$152.0 
$1,205 
$2,592 


159 

52 
38 
23 
132 


$197.0 160 


53 
39 


46 
33 


$115.9 
$797 
76% 


$7356 
716% 


1949 and 1947 based on figures from the Economic Report of the President, January, 1948. 


Opportunity for 1948 is estimated on basis cf conditions existing in the jirst half of 1948. 


Note that real per capita purchasing power increased in direct proportion to per capita productivity 
—both increased one-third from 1940 to 1947. Also note that Disposable Personal Income rema.ned at 


excesses. Prewar, in 1941, the $25 
'a week family typifid the Ameri- 
'can economy. Approximately half 


of the families in America had in- 


;comes above this level and ap- 
| proximately half had incomes be- 
| low this level. 
|a detailed government study of 
items purchased by families in 
'different income groups showed 
|that families with incomes of $50 


In that same year 


a week were buying and consum- 
ing at the rate of almost double 


| the $25 a week family for most 


items. (See Chart 1). 
Certainly the standard of living 
of the $50 per week family in 


| 1941 could not be called an ex- 


cessive goal or a luxury standard 
of living in terms of our ability 
to produce, yet it could mean 
markets nearly double our best 


_prewar levels in terms of units of 


physical goods and services or 
better quality. 

We already have passed the 
point where our economy is 
typified by families with $50 per 
week money income, since, in 
1947, approximaely 28 million or 
of our consumer spending 


$2,000 per year compared with 14 
million or only 35.6% in 1941 and 
i% million or 16% in 1935-36 
with incomes over $2,000. Unfor- 


of the American people. 


tunately, inflation and taxes have 
taken such a large bite out of in- 
creased income that we have pro- 
gressed less than half way to the 
goal of doubling the real purchas- 
ing power and the resulting 
standard of living of our people 
compared to the best prewar 
levels. 


But the fact that we have gone 
half way and already have a real 
purchasing power 53% higher 
than in 1940 is of major signifi- 
cance and presents a real chal- 
lenge to business to maintain this 
level and to drive on to the at- 
tainable goal of double prewar in 
consumption and production. 


Real Purchasing Power in 1948 
Is at a Level 53% Over 1940 


The estimated level of dispos- 
able personal income of our popu- 
lation for 1948, after taxes and 
full correction for 
orices, is 53% greater than in 
1940. In other words, the American 
population has the buying power 


aow than in the last full year be- 
fore we entered the war. 
(See Table 1 and Chart 2.) 
Chart 2 illustrates what has 
happened to the real purchasing 
power of the American public 





CHART II 


1948 REAL CONSUMER PURCHASING 
POWER 537 ABOVE 1940 


Disposable Personal 
Income After Taxes 
175.3 Billions 


1948 ESTIMATED 
! 


Income After Taxes 


1947 #1970 Billions 








65.0 
Inflation 


481.1 
Inflation 





4115.9 





Op ia i * 


Income After Taxes ,’ 
/ 


1346 
Increased Real 


Total R ! 


Purchasing 
(537. Increase 
over 1940) 











In 1940 +75,7 BILLIONS 


(Disposable Personal 


Corrected for Value 
Of Dollar) 





























1940 


Consumer Price Index 100 
Number Of Families 34,949 


Real Purchasing Fower + 2,166 

Fer Family ( Disposable Income 

Nie los In Terms Of 1940 
Dollars) 


1948 ESTIMATED 


170 


39,625 
$2,925 (357 increase Over 1940) 


increased | 


ability to buy and consume 53% | 
more physical goods and services | 


| approximately 75% to 76% of the Gross National Product. In other words, as total production increased 
so did the real purchasing power 


since 1940 showing actual figures 
reported by the Government for 
1947 and estimated figures for 
1948. 

Disposable personal income af- 
ter taxes in 1948 is likely to reach 
a level of $197.0 billion compared 
with $75.7 billion in 1940. This 
is an increase of $121.3 billion in 
disposable money income, but 
$81.1 billion of this is dissipated 
by inflation in prices leaving 
$40.2 billion in additional real 
purchasing power. This makes 
possible a 53% increase in the 
number of units or in improved 
quality that our population can 
buy to improve its standard of 
living over 1940. 

Taking into account the in- 
crease in the number of families 
since 1940, this represents an in- 
crease of 55% in tue real purchas- 
ing power per family since 1940. 

To make possible the 53% in- 
|crease in total real buying power 
the nation’s productivity has had 
to show a corresponding increase 
—real income must always, in the 
long run, depend on productivity. 
Any increased income not sup- 
ported by increased productivity 
becomes inflation and can not re- 
sult in any improvement in real 
income or standard of living. 


The increase in consumer. in- 
come since before the war be- 
comes particularly significant to 
business executives when the in- 
come is divided into the amount 
needed to maintain a 1940 basic 
standard of living and the amount 
left over as discretionary spend- 
ing power available to improve 
the standard of living. (See Chart 
3 and Table 2) 


A Fourfold Increase in Money for 
Discretionary Spending Since 1940 

After allowing tor taxes, per- 
sonal savings and the expendi- 
tures necessary to maintain a 
1940 basic standard of living for 
food, clothing and shelter for our 
whole population at present high 
prices, there apparently will be a 
balance of $90.0 billions of current 
income left for discretionary 
spending in 1948 as compared with 
only $22.8 billion in 194@.. 

This’ discretionary spending 
power alone in 1948 is greater 
than the total income in 1940 
and is approximately four times 
as great as the income available 
for discretionary spending in 
1940. How consumers wil! ap- 
ply this vast pool of new discre- 
tionary spending power is a mat- 
ter of their own discretion. They 
could put it into additional sav- 
ings, into increasing the quantity 
or quality of their basic living 
items of food, clothing or shelter, 
or into additional things they may 
desire which they never have had 
before. Since this $90 billion is 
discretionary spending power be- 
yond the things considered basic 
necessities in 1940, it represents 
a wide open opportunity for every 
seller of goods or services to in- 
fluence and guide the direction of 
this purchasing. 

It is obvious that times have 
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changed since before the war and | the potential market—so long as|again, to be a powerful educa-/| 1948 represents a market for) higher prices, all indicate the 
changed since before the war/increased productivity provides tional force. | goods and services 130% greater|wisdom of questioning prewar 


and concepts of marketing must|the revenue 
change with the times. The 
change in the distribution of 
families by income groups and 
the fourfold increase in discre- 
tionary spending power has 
opened new vistas to advertisers. 


duce. 





There is no real limit to po- 
tential desires—or to the size of| the past, 
CHART Ill 
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1948 
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PURCHASING POWER 


and purchasing 
power. But, desire must be stimu- 
lated to a point of sustained 
consumption if we are to have a 
market for all that we can pro- 
The creation of this de- 
sire is an educational job and 


advertising has proved itself in 
and can prove itself 
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% Food, Clothing Housing And Household Operation - Increase of 707. in consumer prices from 1940 to 1948 
and an increase of Shin number of families results in a 937. increase in total expenditure required to 


maintain a 1940 basic standard of living. 


CHART IV 


HOW ADVERTISING COSTS HAVE 
DECLINED -1940 TO 1948 


In Relation To Real Purchasing Fower Of Families Reached 
( Average Of 7 Magazines Used As Example) 
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As a part of this recognition 
of changed market opportunities, 
business could well review its 
tools of marketing and selling as 
it has its tools of production. The 
economies of mass production 
have been apparent in passing on 
cost and quality advantages to 
the consumer. The economies of 
mass education — advertising — in 
providing the markets that make 
mass production possible have not 
been as fully recognized. It is no. 
generally recognized, for example 
how far advertising costs have de- 
clined since 1940 in relation to the 
real purchasing power of the fam- 
ilies reached. 


Magazine Advertising Cost Has 
Declined 27% Since 1940 in 
Relation to Real Purchasing 

Power Reached 


Taking an average of 7 leading 
magazines (3 weeklies and 4 
women’s), as an example, the cost 
of delivering a full page adver- 
tising message to a family in 1948 
is 2% under the cost for the same 
publications in 1940, yet the aver- 
age family in the United States in 


Total U. S.—AIl Families— 
Total Personal Income (billions) 
Less personal taxes (billions) 


Taxes (billions) 
Standard of Living (billions) 


Spending or Saving (billions) 
Less Personal Saving 


Average Per Family— 


Less Personal Taxes__.....-.~.- 


Disposable Income 


Standard of Living---------- 
Surplus Income _ for 
Spending or Saving 





*Basic living costs for food, clothing and 


ment in the standard of living. 
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of 1940 Dollars) 
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INCREASE 
MAGAZINE COST PER MAGAZINE COST PER 
PAGE PER PAGE PER 41,000,000 
1948-PERCENT 1,000 CIRCULATION OF REAL PURCHASING POWER 
CHANGE FROM 1940 I T 
: “27 
DECREASE | 
| 
-277. 
REAL PURCHASING POWER 
PER FAMILY * COST OF 1B Ww COST OF | B&W PAGE 
(1940 DOLLARS-CORRECTID PAGE PER 1,000 PER $1,000,000 OF REAL 
FOR PRICE CHANGES) CIRCULATION PURCHASING POWER 
1940 $2.166 * 2.93 $1.35 
1948 $2,925 + 2.87 $ .98 
PER CENT CHANGE 35% -272 -27% 






@ Ability te buy physical goods ond services — ofter correction for price chonges 











| than in 1940 in dollars (disposable | 
|income per family after taxes), 


and 35% greater in real purchas- 
ing power after correction for 
'price changes. In other words, 
| each advertising message in 1948 
| is reaching a family that can buy, 
| 
|average family reached in 1940 
| could buy, yet the cost.of reaching | 
‘the family has dropped 2%. As) 
a result, the cost of having an | 
equal opportunity to influence a) 
unit of purchase through a| 
magazine page is 27% less in 1948 
than in 1940. (See Chart 4 and 
Tables 3 and 4.) Similar declines 
in costs in relation to real pur- 
chasing power reached could be 
shown for other major advertising 
media. 

The major changes that have 
taken place since prewar in mar- 
ket potentials as a result of a| 
160% increase since 1940 in total | 
consumer disposable income after | 
taxes, a discretionary income four | 
times as large as in 1940 and an | 


increase of 53% in real purchasing | 








TABLE II 
How Consumer Purchasing Power Has Increased From 1940 to 1948 


Total Disposable Personal Income After 


*Less Basic Living Costs to Maintain 1940 


Surplus Income for Discretionary 


Net Balance for Discretionary Spending 


Estimated Number of Families (000) 
Per Family: Total Personal Income 


*Basic Living Costs to Maintain 


Discretionary 


Per Cen* 

Estimated Increasc 

1940 1948 Over 1940 
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erages, clothing and accessories (except jewelry), housing, household operation (includ- 
ing furniture, refrigerators, domestic service, telephone and telegraph, fuel, etc.) as 
reported under Personal Consumption Expenditures in July, 
Supplement to Survey of Current Business 
living for food, clothing and shelter, the average iamily in 1948 would have to spend 
70% more on the basis of the estimated average level of the Consumer Price Index 
of the U. S. Department oi Commerce for 1948 (estimated index at 170). 
beyond this for food, clothing and shelter 
fJan, 1, 1 


TABLE III 


How Advertising Costs Have Declined—1940 to 1948 
In Relation to Real Purchasing Power of Families Reached 


Disposable Income After Taxes (billions) 
Consumer ie inane . 
*Real Purchasing Power Per Family (Dis- 


Magazine Cost—-Average of 7 Magazines 

(3 Weeklies and 4 Women’s) 
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TABLE IV 
Typical Changes in Advertising Rates—Magazines 
(October, 1948 versus July, 1940) 


power after full correction for | 











on the average, 35% more units | 
at present higher prices than the | potentials. 


yardsticks used in setting adver- 
tising and sales budgets. 

These budgets should be judged 
not on the basis of level of prewar 
expenditures, or on prewar rela- 
tionships to unit or dollar sales, 
but rather on the basis of the job 
to be done against present market 





Here, then, is a real challenge 
to business — to give recognition 
and study to the market opportu- 
nities and new potentials that 
exist as a result of our newly 


' proved ability to produce and the 


improved standards of living that 
are possible — to appreciate the 
importance to the strength of our 
nation of maintaining a high level 
of production, employment, and 
consumption through development 
of markets and desires. 

America can have a dynamic 
economy — an economy limited 
only by the productive ability of 
our people and our ability to con- 
sume or provide a ready market 
for what we can produce. This 
creation of the ready market, 
which in turn provides employ- 
ment, offers a major challenge to 
business today. 


U. S. National of Portland 


Appoints Espy V.-P. 


Cecil J. Espy, veteran of 30 years 
of banking in Oregon, was pro- 
moted to an Assistant Vice-Pres- 
idency on April 3 by the United 
States National Bank of Portland, 
according to announcement by E. 
C. Sammons, President. The fore- 
going is from an item by Frank 
Barton, Financial Editor of the 
Portland “Oregonian” appearing 
in the April 4 issue of that paper, 
in which it was also noted: 

“At the same time Mr. Sammons 
announced the advancement of 
Melvin C. Barcus to the position 














shelter in 1940. Includes all food and bev- 


1947 National Income 
To maintain the 1940 basic standard oj 


Expenditures 
would repiesent a discretionary improve- 
948. 


of Assistant Cashier and the ap- 
pointment of James H. Innes to 
the Managership of the bank’s 
new Yoncalla branch. Mr. Innes 
succeeds A. L. Lasswell, Douglas 
county banker, who retired from 
that position.” 

NP 


California Bank Rasiety 
To Hold Barbecue 


The Calbank Recreational Asso- 
ciation of California Bank, Los 
Angeles, will hold its third annual 
all-bank barbecue at Valley Park 
Country Club, Sherman Oaks, on 
July 25. Special entertainment, 
swimming, games and _ sporting 
events for everyone, are planned, 
according to Willard G. Gold- 
smith, advertising department, 
general chairman of the barbecue. 





Mackenzie Director of 


National Bank of India 


E. J. Mackenzie Hay, Chairman 


of J. H. Vavasseur & Co. Ltd., 
has joined the board of directors 
of the National Bank of India Ltd., 
it was announced on April 13. 





after correction for price changes. 
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Guaranteed Cost Per Page 
Circulation Black & White Per 1,000 
(000’s Omitted) ——-Page Rate ae 
General Weeklies— 1940 1948 1940 1948 
EE eg eae DS eee sae __-. 2,000 5,200 $5,700 $16,600 $2.85 $3.19 
Saturday Evening Post... 2,700 3,800 8,000 11,200 2.96 2.95 
CIS widinicnidanacddce san 2.500 2.800 6,500 8,000 2.60 2.86 
Total 3 Weeklies____---- 7,200 11,800 $20,200 $35,800 $2.81 $3.03 
Women’s Service Magazines 
Ladies’ Home Journal-_---- 2,800 4,500 8,500 12,900 3.04 2.87 
RE oe el adsee 2,600 3,750 7.800 10,000 3.00 2.67 
Woman’s Home Companion 2,800 3,500 8,550 9,250 3.05 2.64 
Good Housekeeping ------- 2,100 2,700 6,300 7,500 2.00 2.78 
Total 4 Women’s_-_------ 10.300 14.450 $31,150 $39,650 $3.02 $2.74 | 


Total 7 Magazines__._---~. 17,500 


$2.93 $2.87 | 


26,250 $51,350 $75,450 












THE COMMERCIAL & FINANCIAL CHRONICLE 


Securities Now in Registration 


® INDICATES ADDITIONS SINCE PREVIOUS ISSUE 


Thursday, April 29, 1948 











@® Air Lanes, Inc., Portland, Me. 

April 26 (letter of notification) 10,000 shares of preferred 
stock and 10,000 shares of common. Price—Preferred, 
$10 per share and common 1 cent. For plant and equip- 
ment costs and working capital. Underwriter—Frederick 
C. Adams & Co., Boston. 


® Ambassador Mines Corp., Spokane, Wash. 
April 21 (letter of notification) 100,201 shares of non- 
assessable common stock. Price—25 cents. For mining 
machinery and equipment. No underwriting. 


American Broadcasting Co., Inc., New York 
Feb. 13, filed 250,000 shares common ($1 par) at pro- 
posed maximum offering price of $12.50 per share. Un- 
derwriters—None. Proceeds—For corporate purposes. 
Company now has plans to spend about $5,325,000 for 
television facilities in New York, Los Angeles, Chicago 
San Francisco and Detroit. Shares will be sold to “the 
persons with which the company had network affiliation 
agreements at Jan. 31, 1948, and to such other persons 
as may be selected from time to time by the company.” 


® American Clay Forming Co., Tiffin, Ohio 

April 19 (letter of notification) 4,064 shares ($10 par) 
common stock. Price—$16.50 each. For additional equity 
working capital. No underwriting. 


® American Envelope Co., Cleveland, Ohio 

April 22 (letter of notification) 3,000 shares of 512% 
cumulative preferred stock. Price—$100 and dividends 
from May 1. To be sold to officers, directors and prin- 
cipal stockholders. Cost of a new paper mill at West 
Carrolton, Ohio. No underwriting. 


Ampal-American Palestine Trading Corp., N. Y. 
April 7 filed $10,000,000 10-year 3% sinking fund deben- 
tures. Underwriter—Name to be filed by amendment, 
if any is used. Proceeds —- $5,000,000 in mortgage loans 
for construction of housing in Palestine, $2,500,000 in 
loans to transportation and industrial cooperatives, and 
$2,200,000 in loan to Solel Boneh, Ltd., for public works. 


® Anchor Steel & Conveyor Co., Detroit 

Aoril 19 (letter of notification) 100,000 shares ($1 par) 
common stock for company and 20,000 shares for Frank 
J. Shude, President. Price—$2.50 each. Underwriters— 
C.G. McDonald & Co., Detroit and Investment Securities 
Co., Jackson, Mich. For working capital. 


Angus Mines, Ltd., Montreal, Canada 
Feb. 12 filed 600,000 shares of common capital stock ($1 
par). Underwriter—James A. Robb, 70 Pine St., New 
York. Preceeds—To develop gold prospects. 


Atlantic Coast Fisheries Co. (5/11) 

Feb. 2 filed $556,500 442% general mortgage and col- 
lateral trust convertible bonds and 166,950 shares ($1 
par) common stock. Underwriter — Doolittle & Co., 
Buffalo. Offering—Bonds are offered to stockholders of 
record April 14 at par (flat) in ratio of $1.50 of bonds for 
each common share held. Rights expire May 10. The stock 
will be reserved against conversion of the bonds. Unsub- 
scribed bonds will be publicly offered by underwriter. 
Proceeds—General corporate purposes. 


® Atlas Instrument Co., Haddenfield, N. J. 

Aoril 23 (letter of notification) 20,000 shares of com- 
mon stock (par $5). Price—Par. Underwriting—None. 
To retire bank mortgage and loans, purchase of equip- 
ment, etc. 


® Bareco Oil Co., Tulsa, Okla. 
April 26 filed 162,435 shares ($1 par) common stock. 
Underwriter—Kebbon, McCormick & Co., Chicago. Price 
—$7 each. Shares are owned by the Phillips Petroleum 
Co. Business—Refining crude oil. 


Blue Ridge Insurance Co., Shelby, N. C. 
March 31 (letter of notification) 17,600 shares ($10 
par) capital stock. Price—$16 ‘to stockholders with sub- 
scription rights and $16.75 to others. For working cap- 
ital and general corporate purposes. No underwriting. 


® Bristol-Myers Co., New York 

April 23 filed $10,000,000 20-year debentures. Under- 
writer—Wertheim & Co., New York. Price and interest 
rate to be filed in an amendment. Proceeds—To pay off 
bank loans and improve working capital position. Busi- 
ness— Drugs. 


a Brown & Scott Packing Co., Wilmington, Del. 
April 26 (letter of notification) 2,000 shares 7% non- 
cumulative preferred stock ($100 par). Price—-Par. Each 


New York Boston PirrsBURGH Cuicaco 
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purchase of five shares will be accompanied by two 
free shares of common stock, given by Mark P. Brown, 
President, and Donovan A. Scott, Vice-President and 
Treasurer. To build a meat packing plant. No under- 
writing. 


® Brunner Manufacturing Co., Utica, N. Y. 

April 21 (letter of notification) 33,33314 shares of com- 
mon stock (par $1). Price—$6.25 per share. Underwriters 
—Mohawk Valley Investing Co. Inc.; George H. Cooley 
& Co., Inc. and Cohu & Co. Offering—Offered to com- 
mon stockholders of record April 28 in ratio of one new 
share for each six shares held. Rights expire May 12 
and subscriptions are payable at First Bank & Trust Co., 
Utica, N. Y. General corporate purposes. 


® Caldwell Land & Timber Co., Inc., Shreveport, 
Lowisiana 

April 21 (letter of notification) 500 shares ($25 par) 

preferred stock and 20,009 shares (no par) common 

stock. Price—Preferred, pai; coramon $1. For operating 

costs in selling and erecting parking decks. No under- 

writing. 


Carolina Casualty Insurance Co., Burlington, 
North Carolina 

March 50 (letter of notification) 100,000 shares of class 
B common stock, to be offered by the company at $2; 
also, 40,000 shares of class B stock, to be sold at $2 by 
Baylor’s Insurance Service, Inc., and 4,000 by R. S. 
Dickson Co, The latter firm will also sell 500 shares of 
Carolina Casualty class A stock. Proceeds from the sale 
of stock by the company itself will be used to supple- 
ment working capital. Underwriter—To be named in an 
amendment. 


Central Maine Power Co. 
Nov. 10 filed 160,000 shares ($10 par) common. Under- 
writing—Company called for competitive bids Dec. 8, 
1947 and only one hid, that of Blyth & Co., Inc. and 
Kidder, Peabody & Co. was submitted and was rejected 
by the company. They bid $13.75, less $1.75 under- 
writing commission. Now expected on negotiated basis 
through Blyth & Co., Inc. Offering—To be offered to 6% 
preferred and common stockholders for subscription on 
the basis of one-half share of new cemmon for each pre- 
ferred share and one-tenth share of new common for 
each common share held. Price by amendment. Pro- 
eeeds—For construction and repayment of bank loans. 


Central Mining & Development Corp., Central 
City, Colo. 
March 25 (letter of notification) 150,000 shares of class A 
common stock ($1.50 par) and 34,125 shares ($1 par 
common) stock. Price—Par for each class. Underwriter 
—Carter H. Corbrey Co., Chicago. For mine develop- 
ment and working capital. 


Central Power & Light Co. 
Nov. 21 filed 40,000 shares ($100 par) cumulative pre- 
ferred. Underwriters—Lehman Brothers; Glore, Forgan 
& Co., Dewar, Robertson & Pancoast. Proceeds—For 
property additions and expenses. On April 15, SEC de- 
nied effectiveness of registration statement. 


Central Vermont Public Service Corp., 
Rutland, Vt. 
March 30 filed $1,500,000 Series E first mortgage bonds 
and 360,060 shares (no par) common stock. Underwriters 
—Names to be furnished by amendment (probably Kid- 
der, Peabody & Co.). Proceeds—For a construction pro- 
gram and repair of flood damages. 


Century Steel Corp., Hollydale, Calif. 
Nov. 10 filed 4,000 shares ($100 par) common. Under- 
writing—None. Shares will be sold at par by directors. 
Proceeds—To purchase rolling mill, equipment and for 
working capital. 


Challenger Airlines Co., Salt Lake City, Utah 
March 1 filed 600,000 shares ($1 par) common stock, of 
which 400,000 are being sold for the company and 200,- 
000 for the account of Claude Neon, Inc: Underwriting 
—None. Price—$2 a share. Proceeds—For equipment 
purchase and general funds. 


Clinton (lowa) Industries, Inc. (5/3-7) 
March 26 filed $7,000,000 15-year debentures, due 1963. 
Underwriters — Smith, Barney & Co., New York and 
Newhard, Cook & Co., St. Louis, Mo. Proceeds—To re- 
pay a $1,500,000 bank loan to J. P. Morgan & Co., Incor- 
porated and purchase outstanding stock of American 
Partition Corp. and its sales affiliate. 
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Clinton (Mich.) Machine Co. 
April 15 (letter of notification) 10,000 shares of stock 
to be sold at $5% each (market price), for selling stock- 
holder. Underwriter—Charles E. Bailey & Co., Detroit. 


® Collodia Processes, iInc., Reno, Nev. 

April 19 (letter of notification 57,500 shares of Class I 
common stock ($1 par). Price, par. For promotional 
engineering and laboratory expense. No underwriting. 


® Conren (Thomas) Hardware Co., Danville, Ht. 
April 21 (letter of notification) 1,000 shares ($100 par) 
cumulative preferred stock $5 annual dividend, and 3,850 
shares (no par) common stock (with a stated value of 
$10). Price, preferred, par; common $35. For working 
capital. No underwriting. 


Consolidated Edison Co. of N. Y., Inc. 

March 1 filed $57,382,600 of 3% convertible debentures, 
due 1963. Convertible at the rate of one common stock 
share for each $25 of debentures. Offering—Common 
stockholders will be given right to subscribe for deben- 
tures in ratio of $5 of debentures for each share held. 
The New York P. S. Commission April 23 indicated that 
it would approve the issue in the near future. Under- 
writing—Unsubscribed debentures will be offered at 
competitive bidding. Probable bidders: Morgan Stanley 
& Co.; Halsey, Stuart & Co. Inc.; The First Boston Corp. 
Proceeds—To redeem 273,566 shares of outstanding $5 
cumulative preferred stock and to reimburse treasury for 
expansion expenditures. 


Consumers Cooperative Assoc., Kansas City, 
Missouri 

Oct. 16 filed $1,000,000 4% non-cumulative common 
stock ($25 par); $4,000,000 of 34%% certificates of in- 
debtedness cumulative; and $1,000,000 of 142% loan 
certificates cumulative. No underwriting. Offering—To 
the public. Common may be bought only by patrons and 
members. Price—At face amount. Proceeds—For acqui- 
sition of additional office and plant facilities. 


Crampton Manufacturing Co. (4/29-30) 
Feb. 5 filed $600,000 first mortgage 542% sinking fund 
bonds, due 1966, with warrants to purchase 60,000 shares 
($1 par) common stock. Underwriter—P. W. Brooks & 
Co., Inc., New York. Preceeds—To retire secured in- 
debtedness, finance inventories and supplement working 
capital. 


@® Denver iIcedrome, Inc., Denver, Colo. 

April 22 (letter of notification) 220,000 shares of class A 
non-voting common stock and 14,000 shares of class B 
voting common stock. Priece—$1 for each class. To con- 
struct an ice rink. No underwriting. 


Dixie Fasteners, Inc., Chattanooga, Tenn. 
April 14 (letter of notification) 75,000 shares of class B 
common stock (no par) of which 45,000 will be offered 
to the public at $1 each. For additional working capital, 
machinery and equipment. 


Domestic Credit Corp., Chicago 
Dec.’ 29 filed 150,000 shares ($1 par) Class A Common, 
Underwriters—None. Offering—To be offered to em- 
ployees, executives and management personnel. Price— 
$3.49 a share. Proceeds—For working capital. 


Empire Chemical Corp., Seattle, Wash. 
March 24 (letter of notification) 60,000 shares of common 
voting capital stock. Price—$5 each. Business costs. No 
underwriter named, but may be Smith-Polian, Inc., 
Omaha, Neb. 


Equipment Finance Corp., Chicago, Ill. 
Feb. 26 filed 15,000 shares ($100 par) preferred stock. 
Offering—To be sold to employees and officers of the 
company and its parent, Curtiss Candy Co. Price—$100 
per share. Proceeds—To be used for trucks in connec- 
tion with the Curtiss’ franchise method of distribution, 


Esterbrook Pen Co., Camden, N. J. 

March 17 (letter of notification) 1,500 shares of common 
stock (par $100). Price—Par. Underwriting—None. 
Offering—Stockholders of record April 7 will be given 
the right to subscribe for one new share for each four 
shares held. Rights expire May 7 and subscriptions are 
payable at First Camden National Bank & Trust Co. 
For working capital. 


Finch Telecommunications, Inc., New York 
March 31 (letter of notification) 1,000 shares of capital 
stock (par $1). Price—$4.50 per share. Underwriter— 
Littlefield & Co. will act as agent. Proceeds to selling 
stockholder. 
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April 29, 1948 


Crampton Manufacturing Co._-.------------ Bonds 
Clanwine. Parts QO iecinr dncaugs ccemdpigions Common 


April 30, 1948 


Peninsular Telephone Co.___-------------Cemmen 
May 3, 1948 
Clinton Industries, Inc.____.._---------Debentures 
N. Y. State Electric & Gas Corp. 
eae: fee © 2 ee eee oy a ea Bonds 
Sandy Hill Iron & Brass Works_____..--_Preferred 
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May 4, 1948 
Southern California Gas Co. 
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Southwestern Bell Telephone Co. 
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May 6, 1948 
Southern Pacific Co, noon (EDT)-_-Equip. Tr. Ctfs. 
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May 10, 1948 
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West Texas Utilities Co..........--~-- _._.Bonds 


May 11, 1948 
Atlantic Coast Fisheries Co._---- ss Ape ae ERs Stas Bonds 
Chesapeake & Ohio Ry., noon__-Equip. Trust Ctfs. 
Idaho Power Co.___------- 
Long Island RR., noon (EDT)_--Equip. Trust Ctfs. 











Narragansett Electric Co.___.--------------Bonds 
May 12, 1948 
Kansas Gas & Electric Co._---------.- Common 
May 17, 1948 
Piayboy. Moter Car @0:2.2.<. 2225 2525 de Common 
Fission Mines Ltd., Toronto, Canada 
April 16 filed 200,000 shares of treasury stock. Under- 


writer—Mark Daniels & Co., Toronto. Price—$1 a share. 
Proceeds—For mining and business costs. 


Fitzsimmons Stores, Ltd., Los Angeles, Calif. 


Feb. 2 filed 10,000 shares of 6% cumulative first pre- 
ferred stock ($100 par). Underwriting—Officers, direc- 
tors and employees of the company will offer the stock 
to friends and associates. Price—$100 per share. Pro- 
ceeds—To retire 7% preferred stock. Business: “Super 
Markets” in Los Angeles, Riverside, Colton and San Ber- 
mardino County. 


Flotill Products, Inc., Stockton, Calif. 


March 6 filed 385,000 shares of 60 cent convertible pre- 
ferred stock (par $5) and 325,000 shares of common stock 
(par $1). Underwriter — Floyd D. Cerf Co., Chicago. 
Price—preferred $10: common $6. Preceeds — Stock- 
holders will sell 260,000 preferred shares and 250,000 
common shares and company 125,000 preferred shares 
common stock. Price—$l each. For working capital. 


Fraser Products Co., Detroit, Mich. 


Oct. 21 filed 100,000 shares ($1 par) common. Under- 
writers — Campbell, McCarty & Co., and Keane & Co.. 
both Detroit. Price—$5.25 per share. Proceeds—The 
shares are being sold by 14 stockholders who will re- 
ceive proceeds. Registration statement effective Jan. 16. 


@ Frink Sand & Gravel Corp., San Diego, Calif. 
April 19 (letter of notification) 150,000 shares ($1 par) 
common stock. Price, par. For machinery, equipment 
and plant costs. No underwriting. 


Gamble-Skogmo, Inc., Minneapolis 

March 30 filed 120,000 shares ($56 par) cumulative pre- 
ferred stock. convertible prior to July 31, 1958. Under- 
writers—Goldman, Sachs & Co. and Merrill Lynch, 
Pierce, Fenner & Beane, New York, and Piper, Jaffray 
& Hopwood, Mirneapclis. Price and number of shares 
by amendment. Proceeds—To reduce short-term bank 
foans totaling $13,850,000. Temporarily postponed. 


Genuine Parts Co. (4/29-5/4) 


March 30 filed 150,000 shares ($5 par) common stock, 
of which 50,000 are being offered by company and 100,000 
by five stockholders. Underwriter—Courts & Co., At- 
Zanta, Ga. Price by amendment. Proceeds—From the 
sale of the 50,000 shares. $400,000 of bank indebtedness 
will be retired and balance for working capital. 


@® Goldfield Eureka Mines Co., Reno, Nev. 

April 19 (letter of notification) 50,000 shares of non- 
assessable common stock. Price—10 cents each. For 
mine development. No underwriting. 


@® Graybar Electric Co., Inc. 

April 21 (letter of notification) 13,750 shares of common 
stock (par $20). To be offered to employees with two 
years’ service at $20 per share. General corporate pur- 
poses. 

@ Gulf Public Service Co., Inc., Lafayette, La. 


April 23 (letter of notification) 8,900 shares of common 
stock ($4 par). Price—$11.125. Underwriter—A. C. 


Allyn & Co., Chicago. Proceeds to selling stockholder. 





(5/12) 


Halliburton Oil Well Cementing Co. 
April 20 filed 730,000 shares of. common stock (par $5). 
Underwriters—Lehman Brothers and Blyth & Co., Inc. 
Proceeds—Shares are being sold by certain stockholders 


and company will not receive any of proceeds. Of the 
shares registered 50,000 are to be offered direct to em- 
ployees of company. 


Idaho Power Co. (5/11) 

April 16 filed 150,000 shares ($20 par) common stock. 
Underwriters—Blyth & Co., Inc., and Lazard Freres & 
Co., New York and Wagener & Daly, Inc., Boise, Idaho. 
Price by amendment. Preceeds — Proceeds of stock to- 
gether with proceeds from the sale of $10,000,000 of 3% 
first mortgage bonds to 11 institutional investors, will 
be used to repay short-term bank loans and other con- 
struction costs. 


® Htinois Powder Co., St. Louis, Mo. 


April 20 (letter of notification) 6,500 shares ($20 par) 
common stock. Price, par. For sale to stockholders. 
For additional working capital. No underwriting. 


international Asbestos Co., Ltd., Sherbrooke, 
Quebec 
Jan. 30 filed 1,500,000 shares ($1 par) common stock. 
Underwriter—Paul E. Frechette, Hartford, Conn., is the 
U. S. authorized agent and principal underwriter. Price 
—$1 each. Proceeds—To construct milling plant and 
purchase equipment. 


@® Jewel Tea Co., Inc., Barrington, Hl. 

April 19 (letter of notification) 5,000 shares (no par) 
common stock. Price—$42%g each. For general corpor- 
ate purposes. No underwriting. 


Johnson Foods, Inc., Oshkosh, Wis. 


April 13 (letter of notification) 1,000 shares of 542% 
cumulative preferred stock ($100 par). Price, par. Un- 
derwriter—Alm & Co., Oshkosh. For current obligations 
and working capital. 


Kansas Gas and Electric Co., Wichita (5/12) 


April 16 filed 250,000 shares (no par) common stock, to 
be sold by American Power & Light Co. (parent). Un- 
derwriters—To be determined through competitive bid- 
ding. Probable bidders: Dillon, Read & Co. Inc.; Blyth 
& Co., Ine. and The First Boston Corp. (jointly); Kidder, 
Peabody & Co. and Merrill Lynch, Pierce, Fenner & 
Beane (jointly). Price by amendment. After the sale, 
American Power & Light plans to distribute the remain- 
ing 350,000 outstanding shares of Kansas Gas common 
stock owned by it to American stockholders. American 
Power & Light Co. has appointed Union Securities Corp. 
to negotiate for 150,000 shares of the stock. Offering 
expected about May 12. 


Kansas Soya Products Co., Inc., Emporia, Kans. 
Dec. 3 (letter of notification) 3,157 shares ($95 par) 
preferred. Price—$95 a share. Undewriter—Kenneth Van 
Sickle, Inc., Emporia. For additional working capital. 


Kold-Hold Manufacturing Co., Lansing, Mich. 
March 15 (letter of notification) 50,000 shares ($1 par) 
common stock. Price—$2 each. To be sold by H. Bark- 
ley Johnson and James J. McQuaid, both of Los An- 
geles. Underwriter—Buckley Brothers, Los Angeles. 


Kool-Aid Bottling Co., Inc. of Calif., Sheboygan, 
Wisconsin 
March 22 filed 1,500,000 shares ($1 par) common stock. 
Underwriter—Heronymus & Co., Sheboygan, Wis. Pro- 
ceeds—To open and equip bottling plants in California 
cities. Price—$1l per share. 


Lancaster Processes, Inc., New York 
April 8 (letter of notification) 30,000 shares of common 
stock, of which 16,000 shares will be distributed to stock- 
holders of Thomas Robinson Co., Inc., for al] the assets 
of that company and 14,000 shares to be offered stock- 
holders of Lancaster. Price—$2 per share. Working capi- 
tal. Not underwritten. 


Legend Gold Mines, Ltd., Toronto, Canada 
June 27 filed 300,000 shares ($1 par) common treasury 
stock. Underwriting — To be supplied by amendment 
Price—50 cents a share. Proceeds—To develop mining 
properties. 





Le Roi Co., Milwaukee 
April 19 (letter of notification) 30,000 shares ($2.50 par) 
common stock. Price-—$4.875. To reduce bank loans. 
No underwriting. 


® Link-Beit Co., Chicago 

April 21 filed 11,845 shares (no par) value common 
stock. Offering—To be sold to certain officers and key 
employees of the company and its subsidiaries. Under- 
writing, none. Price—$46 each. Proceeds — Working 
capital. Business Mechanical power transmission ma- 
chinery. 





@ Lonsdale Co., Providence, R. I. 

April 26 filed 1,192,631 shares ($1 par) common stock. 
Offering—To be offered to holders of common stock of 
Textron, Inc., at rate of one new share for each one held. 
An additional 60,000 shares will be issued to officers, di- 
rectors and some employees of the newly organized com- 
pany. Underwriters—For unsubscribed shares Blair & 
Co., Inc., and Maxwell, Marshall & Co., New York. Price 
by amendment. Proceeds—To be applied to the pur- 
chase price for an existing textile firm known as Lons- 
dale Co., a Textron subsidiary. Business—Textiles, 





@® Los Angeles 

Company 
April 22 (letter of notification) 15,000 shares ($1 par) 
common stock and $25,000 series A promissory notes. 
Price—$100 per unit of $100 of notes and three shares 
ef stock. To purchase all the capital stock of Home 
Newspapers, Inc., and for working expenses. No under- 
writing. 


(Calif.) Independent Publishing 


Merrimac Mills Co., Methuen. Mass. 
April 19 (letter of notification) 50,000 shares ($5 par) 
common stock, to be sold at par to stockholders. For 
working capital. No underwriting. 


Metalube Corp., Newark, N. J. 


April 12 (letter of notification) 448,051 shares of capital 
stock (par 25¢). Priee—50¢ per share. Underwriting— 
None up to present time, but it is expected that an 
underwriter or dealers will be employed. Working capi- 
tal and enlargement of facilities. 


Midiand Co., South Milwaukee, Wis. 


April 12 (letter of notification) 20,000 shares of 6% 
cumulative preferred stock ($10 par) and rights to the 
purchase of 30,000 shares ($2.50 par) com. stock. To be 
issued pro rata to common stockholders in units of one 
preferred share and 142 common stock rights for $10. 
Underwriter—For unsubscribed units, Gardner F. Dal- 
ton & Co., Milwaukee. To buy production machinery. 


Motors Metal Manufacturing Co., Detroit, Mich. 
April 14 (letter of notification) 15,000 shares ($5 par) 
common stock, to be sold by seven stockholders. Price— 
on “92 share. Underwriter—William C. Roney & Co., 

etroit. 


Nalley’s Inc., Tacoma, Wash. 


Jan. 15 filed 119,152 shares of common stock (par $1.25). 
Underwriters—Walston, Hoffman & Goodwin and Hart- 
ley, Rogers & Co. Offering—63,785 shares are to be 
publicly offered (25,000 on behalf of company and 38,785 
for account to Marcus Nalley, Chairman); 20,000 shares 
will be offered to employees, executives and directors 
and 35,367 shares are to be issued in acquisition of all 
publicly held stock or partnership interests in certain 
subsidiary and affiliated companies. Indefinite. 


Narragansett Electric Co. (5/11) 
March 30 filed $10,000,009 Series B first mortgage bonds, 
due 1978. Underwriter—To be determined under: com- 
petitive bidding. Probable bidders include: Halsey, 
Stuart & Co. Inc.; The First Boston Corp.; Kidder, Pea- 
body & Co. and Stone & Webster Securities Corp. (joint- 
ly): White, Weld & Co.; Lehman Brothers and Goldman 
Sachs & Co. (jointly). Preceeds—To reduce short-term 
ene fee continue a construction program. Expected 
ay 11. 


National Gypsum Co., Buffalo, N. Y. 
April 20 filed 422,467 shares ($1 par) common stock. 
Underwriters—W. E. Hutton & Co. and Blyth & Co., Inc., 
New York. Price by amendment. Offering—To be of- 
fered stockholders of record about May 10 at the rate of 
one new share for each four held. Rights expire May 24. 
Proceeds—For working capital. 


New York State Electric & Gas Corp. (5/3) 
April 7 (by amendment) filed $5,500,000 first mortgage 
bonds due 1978, and 35,000 shares of preferred (par $100). 
Underwriters—Names to be determined under competi- 
tive bidding. Probable bidders include: Halsey, Stuart 
& Co. Inc. (bonds only); The First Boston Corp, (bonds 
only); Harriman Ripley & Co.; Hemphill, Noyes & Co. 
and Drexel & Co. (jointly); Lehman Brothers; Kidder, 
Peabody & Co.; Glore, Forgan & Co. Proceeds will be 
used toward construction. Bids—Bids for purchase of the 
bonds will be received by company at Room 2601, 61 
Broadway, New York, up to noon (EDT), on May 3. 


North Canadian Oils Limited, Calgary, Alberta 
March 11 filed 903,572 shares (no par) common stock. 
Price—70 cents each. Underwriter—F. H. Winter & Co., 
New York. Proceeds—875,000 shares being sold by 
company and 28,572 by stockholders. Proceeds for pur- 
chase of property and drilling. 


North Inca Gold Mines, Ltd. 
March 10 filed 666,667 shares of common stock (par $1). 
Underwriter—Transamerica Mining Co., Ltd., Toronto, 
Proceeds for exploration and development. 


Ocean Downs Racing Association, Inc., 
Berlin, Md. 
Nov. 28 filed 34,900 shares ($10 par) common. No un- 
derwriting. Price — $10 a share. Proceeds—To build 
trotting and pacing race track near Ocean City, Md. 


Oid North State Insurance Co., Greenville, N.C. 
March 15 filed 100,000 shares of capital stock ($5 par). 
Price—$15 each. Underwriter—First Securities Corp., 
Durham, N. C. Proceeds—General business purposes, 


Pay Rock Oil, inc., Tulsa, Okla. 
March 29 (letter of notification) 500,000 shares (10 cent 
par) common stock Price—30 cents each. Underwriter 
—Security Royalties, Inc., Tulsa. To drill oil wells and 
develop leases. 


Peninsular Telephone Co. (4/30) 
March 26 filed 35,374 shares (no par) common stock. 
Underwriters—Morgan Stanley & Co. and Coggeshall & 
Hicks, New Yori, and G. H. Walker & Co., Providence, 
R. I. Offering—Stock offered for subscription by holders 
of record April 15 at the rate of one for five. Rights 
expire April 29. Price—$37.50 per share. Preceeds— 


General corporate purposes, 


(Continued on page 54) 
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Playboy Motor Car Corp. (5/17) 
Feb. 13 filed 20 000,000 shares common (Ic par). Price— 
$1 per share. Not more than 100,000 shares will be ot- 
fered to employees and officers at 87% cents per share 
Underwriter—Tellier & Co., New York. Proceeds—Fo! 
capital equipment and working funds. 


Powers Oil & Drilling, Inc., Casper, Wyo. 
March 23 (letter of notification) 200,000 shares (25¢ par) 
common stock. Underwriter — John G. Perry & Co., 
Denver, Colo. For a @rilling program. 


® Radio Systems, Inc., Cleveland, Ohio 

April 19 (letter of notification) 17,500 shares (50¢ par) 
common stock. Price—$3.50 each for the 7,500 shares to 
be offered optionees and $7 each for the 10,000 to be of- 
fered to the public. For payrolls, operating expenses, 
working capital. No underwriting. 


Raleigh Red Lake Mines, Ltd., Toronto, Can. 
Jan. 7 filed 460,000 shares of common stock. Underwriter 
—lMark Daniels & Co., Toronto, Canada. Price—25 cents 
a share in Canadian funds. Preceeds—For exploration 
and development of mining property. 


Reiter-Foster Oil Corp., New York 
Jan. 16 (letter of notification) 180,000 shares (50c par) 
common stock. Price—80 cents. Underwriter—Frank 
W. Bennett & Co. For working capital. 


@ Republic Aviation Corp., Farmingdale, N. Y. 
April 21 (letter of notification) 4,000 shares of capital 
stock (par $1). Henry J. MacDonald is purchasing 4,000 
shares at $7% per share pursuant to option granted 
July 18, 1945. General corporate purposes. 


@ Republic Aviation Corp., Farmingdale, N. Y. 
April 22 (letter of notification) 4,000 shares of capital 
stock (par $1). Hans E. Lasker is purchasing 4,000 
shares at $7% per share pursuant to option granted 
June 20, 1945. General corporate purposes. 


Robinson Airlines Corp., Ithaca, N. Y. 

March 9 (letter of notification) 85,384 shares of common 
stock (par $1). Of the total 75,384 shares will be offered 
for subscription by stockholders on a share for share 
basis at $3 per share. The additional 10,000 shares plus 
any unsubscribed for by stockholders will be offered the 
public at $4 per share. Underwriting—Company may 
engage an underwriter to make the general public offer- 
ing. Proceeds wil! be used for working capital, etc. 


Sandy Hill tron & Brass Works, Hudson Falls, 
New York (5/3) 


April 12 (lettér of notification) 59,000 shares class A 


participating preferred stock (par $4). Price—-$5 per 
share. Underwriter—John L. Nolan, Inc., Glens Falls, 
N. Y¥. Working capital. 


@® San Marcos Boat Co., Los Angeles 

April 23 (letter of notification) 650 shares of non-assess- 
able ($100 par) stock. Price—Par. For working capital. 
No underwriting. 


Segal Lock & Hardware Co., Inc., New York 
March 24 filed $2,000,00C 15-year 6% convertible sink- 
ing fund debentures, due 1963. Underwriter—Floyd D. 
Cerf Co., Inc. Price by amendment. Offering—To .be 
offered initially to stockholders on basis of one $100 
debenture for each 100 shares held. Proceeds—For re- 
payment of two notes and general corporate purposes. 


Seminole Oil & Gas Corp., Dallas, Texas 
March 4 (letter of notification) 11,400 shares of common 
stock. Underwriter—Buckley Bros. Proceeds to selling 
stockholders. 


Sierra Pacific Power Co. (5/10) 

March 26 filed $3,500,000 first mortgage bonds, due 1978. 
Underwriters—To be determined by competitive bid- 
ding. Probable bidders include: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Inc.; Stone & Webster Securities Corp. 
Proceeds—Construction costs and the payment of $650,- 
000 to National Shawmut Bank of Boston for construc- 
tion notes. Expected anout May 10. 


Silver Bell Mines Co., Denver 


Feb. 26 filed 125,000 shares ($1 par) capital stock. Price 
—$2.50 each. Offering—To be made to present stock- 
holders on a pro rata basis during first 10 days of sale. 
Proceeds — Exploration work, working capital and in- 
debtedness. 


South Carolina Insurance Co., Columbia, S. C. 


April 1 (letter of notification) 10,000 shares of common 
stock. Price—$17.50 each. Of the proceeds, $100,000 will 
be used for capital and the remainder for surplus. No 
underwriters. 


South Carolina Electric & Gas Co. 


Dec. 2 filed 80,858 shares ($50 par) cumulative convert- 
ible preferred and 404.293 shares ($4.50 par) common 
for sale, and 687.293 shares reserved for conversion of 
. Underwriter—Kidder, Peabody & Co., New 

ork. Offering—Shares initially will be offered for sub- 


scription by company’s common stockholders, the pre- 
fetred on a 1-for-10 basis and the common on a 1-for-2 
basis. Unsubscribed shares will be offered publicly. 
Price by amendment. Preceeds—Proceeds together with 
other funds will be used to purchase all of the outstand- 
ing common of South Carolina Power Co. from the 
Commonwealth & Southern Corp. 


® Southern California Edison Co. 

April 23 filed 800,000 shares of preference stock, con- 
vertible series (par $25). Underwriters—tThe First Bes- 
ton Corp. and Harris, Hall & Co. (Inc.) Preceeds— 
Reimburse company tor expenditures for acquisition of 
property extensions, etc. Price by amendment. 


Southern California Gas Co. (5/4) 

March 16 filed $15,000,000 3%% first mortgage bonds, 
due 1978. Underwriters—Names by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth: & 
Co., Inc.; Harris, Hall & Co. (Inc.); Merrill Lynch, Pierce, 
Fenner & Beane; White. Weld & Co.; Lehman Brothers. 
Proceeds—To reimburse treasury for expenditures made 
to expand properties. Bids—Bids for purchase of the 
bonds will be received by company at Room 934, 810 So. 
Flower Street, Los Angeles, Calil., up to 8 a.m. (PDT) 
on May 4. 


Southwestern Bell Telephone Co. (5/4) 

April 2 filed $100,000,000 35-year unsecured debentures, 
due 1983. Underwriters—Names to be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Morgan Stanley & Co. -Preoceeds—$95,000,000 
will be used to repay advances from American Tele- 
phone & Telegraph Co. (parent), afid balance will be 
used for construction. Bids—Bids for purchase of the 
bonds will be received at Room 2315, 195 Broadway, New 
York, up to 11:30 am. (EDT) May 4. - 


® Southwestern Virginia Gas Service Corp., 
Martinsville, Va. 


April 22 (letter of notification) $35,000 6% debentures, 
due 1968. Price—Par. To repay bank loans,’ purchase 
equipment, and for general funds. Underwriter—Bioren 
& Co., Philadelphia, and C. T. Williams & Co., Inc., 
Baltimore, Md. 


Stanley Works, New Britain, Conn. 


April 14 (letter of notification) $300,000 of common stock 
at the average bid price during April, which at the 
present bid of $60 would be about 5,000 shares. To in- 
crease cash working balance and pay bank loans. No 
underwriting. 


Steak 'n Shake, Inc., Bloomington, I. 


Feb. 2 filed 40,000 shares of 50c cumulative convertible 
participating preferred stock, ($1 par) and 160,000 
shares (50c par) common stock, of which 40,000 will be 
sold and the remainder reserved for conversion;:Under- 
writer—White & Co., St. Louis, Mo, e—$8. for the 
preferred stock and $2.50 for the common. is stock 
is being offered by stockholders who are members of 
the Belt family. ‘ 


Stearns (F. C.) 
Arkansas 


March 26 (letter of notification). 2,000 shares of 6% 
cumulative preferred stock ($100 par}, -Price—Par, .Un- 
derwriter—Southern Securities Corp.; Little Rock, Ark. 
To retire $65,000 of loans and for general working 
purposes. 


Suburban Gas Service, Inc., Ontario, Calif. 
March 22 filed $500,000 12-year 6% series sinking fund 
debentures, due March 1, 1960, with purchase warrants 
attached for the purchase of 50 shares of common stock 
($1 par). Underwriters—Lester & Co. and Wagenseller 
& Durst, Inc., Los Angeles. Proceeds—To purchase the 
California Butane Co. 


Sunray Oil Corp. (5/6) 
April 14 filed 600,000 shares of cumulative convertible 
preferred stuck, series B (par $25). Underwriter—East- 
man, Dillon & Co., New York. Preceeds—Will be added 
to general funds. 


Tabor Lake Gold Mines, Ltd., Toronto, Canada 
April 2 filed 300,000 shares (par $1) preferred stock. 
Underwriter—Mark Danicls & Co., Toronto, Canada. 
Price—60 cents a share. Proceeds—For mine develop- 
ments. 


Hardware, Inc., Hot Springs, 


@ Tonopah Divide Mining Co., Reno, Nev. 
April 19 (letter of notification) 87,500 shares of non- 
assessable common capital stock ($1 par). Price, par. 
For obligations from operation of Gaston mine and mill. 
No underwriting. 

Trans-Marine Oil Refining Corp., South 

Milwaukee, Wis. 

March 19 filed 850,000 shares ($1 par) common stock. 
Price—$1 each. Underwriter—Distribution by company. 
Proceeds—To build and equip machinery. 


@ Trion, Inc., McKees Rocks, Pa. (5/3) 
April 26 (letter of notification) 50,000 shares of common 
stock (par $2). Price—$5 per share. Underwriter— 
A. E. Masten & Co., Pittsburgh. Discharge indebtedness 
representing borrowings for working capital. 


Union Electric Co. of Missouri 
April 19 filed $25,000,000 of debentures, due 1968. Un- 
derwriters—To be determined through competitive bid- 
ding. Probable bidders: White, Weld & Co. and Shields 
& Co. (jointly); The First Boston Corp.; Halsey, Stuart 
& Co. Ine.; Dillon, Read & Co. Inc.; Lehman Brothers. 
Proceeds—To pay construction loans and provide con- 
struction funds for a subsidiary, Union Elec. Power Co. 


United Rayon Corp., New York City 


March 29 filed 9,950 shares (no par) common stock. 
Price—$1,000 each. Each share is to be accompanied by 
a “production warrant” permitting the holder to buy a 
proportionate share of the company’s output. Under- 
wriling—None. Proceeds—To provide capital for the 
purchase and operation of a plant with an annual pro- 
ductive capacity of 4,000,000 pounds of viseose filament 
rayon and 8,000,000 pounds of viscose staple fiber. 


® Utilities Distributors, Inc., Portiand, Mé. 
April 26 (letter of notification) $300,000 of special 5% 
preferred stock ($100 par). Price—Par. For working 
capital. No underwriting. 

Webrib Steel Corp., New York 


April 8 (letter of notification) 44,443 shares of common 
stock (par $5). Offering—Offered for subscription by 
stockholders at par in ratio of one new for each two 
shares held. Rights expire May 18. Working capifal. 
Not underwritten. 


West Texas Utilities Co. (5/10) 


March 29 filed $5,000,000 Series B first mortgage bonds, 
due 1978. Underwriter—To be determined by competi- 
tive bidding. Probable bidders include: The First Boston 
Corp.; Harriman Ripley & Co. and Blyth & Co., Inc. 
(jointly); Halsey, Stuart & Co. Inc.; W. C. Langley & Co.; 
Kidder, Peabody & Ce.; Stone & Webster Securities 
Corp.; Merrill Lynch, Pierce, Fenner and Beane; Kuhn, 
Loeb & Co. and Lehman Brothers. Preceeds—For a 
construction program. Expected about May 10. 


Western States Oil Co., Phoenix, Ariz. 


April 8 (letter of notification) 300,000 shares of common 
stock (par $1). Price—$1 per share. Underwriter—Ari- 
zona Securities Co., Phoenix, Ariz. To buy oil leases and 
equipment for drilling. 


@ Wheary, Inc., Racine, Wis. 


April 19 (letter of notification) 507 shares ($100 par) 
common stock. Price—$90.° For working capital. No 
underwriting. 


Wilson-Jones Co. 


Feb. 25 filed 32,937 shares of common stock (par $10). 
Underwriters—None. Offering—Offered for subscrip- 
tion by stockholders of record March 24 in ratio.of 
one new share for each eight shares held. Rights will ex- 
pire April 30. Price—$12 per share. Proceeds—Plant 
additions and purchase of securities and assets of other 
companies. 


Prospective Offerings . 


@ Chesapeake & Ohio Ry. (5/11) 


Company will receive bids to be opened at noon on 
May 11, on an issue of $4,450,000 of serial equipment 
trust certificates. The certificates will be dated May 15, 
1948, and will mature from May 15, 1949, to May 15, 1958. 
Probable Bidders: Halsey, Stuart & Co. Inc; Salomon 
Bros. & Hutzler; Harriman Ripley & Co., Inc.; and Leh- 
man Brothers (jointly); The First Boston Corp.; Blyth & 
Co., Inc.; Harris, Hall & Co. (Inc.). 


® Darling Stores Corp. 
April 23 reported company contemplates common stock 
financing, with Johnston, Lemon & Co., as probable un- 


derwriter. 


® Long Island RR. (5/11) 

The company is requesting bids for the purchase of $4,- 
035,000 equipment trust certificates, Series K, dated 
May 1, 1948, to mature in 15 equal annual instalments of 
$269,000, from May 1, 1949 to May 1, 1963. Bids must be 
received at the office of Geo. H. Pabst, Jr., Vice-Pr@si- 
dent, at Room 1811, Broad Street Station Building, Phila- 
delphia 4, Pa., at or before noon (EDT), May 11. Prob- 
able Bidders: Halsey, Stuart & Co. Inc.: Salomon Bros. 
& Hutzler; Harris, Hall & Co. (Inc.); Harriman Ripley & 
Co. Ine. and Lehman Bros. (jointly). 


@ Mutual Telephone Co., Honolulu 
The company has applied to the P. U. Commission of 
Hawaii for authority to issue $5,000,000 bonds in 1948, 
subject to the approval of stockholders. 


@ Pacific Gas & Electric Co. 

April 28 reported company is considered likely to make 
an offering of preferred shares, probably by direct sale, 
before long. Proceeds would be used to finance its big 
construction program, estimated to run in excess of 
$300,000,000 by 1951. 


@® Southern Pacific Co. (5/6) ws 

The company is inviting bids for the purchase of 
$11,100,000 equipment trust certificates. “series X, ‘to 
mature in 10 equal annual instalments and to be secured 
by new railroad equipment costing not less than $926,650,- 
000. AH bids must be received at the office of J. A. 
Simpson, Treasurer, Room 2117—165 Broadway, New 
York, at or before noon (EDT), on May 6. Probable 
bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. & 
Hutzler; Harriman Ripley & Co. and Lehman Brothers 
(iointly): The First Boston Corp.; Blyth & Co.;~Inc.; 
Harris, Hall & Co. (Inc.). 
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United States Savings Bonds Issued and 
Redeemed Through March 31, (948 


(Dollar amounts in millions—rounded and will not necessarily add to totals) 


tAmount 
Issued 


Serfes A-D: 
Series A-1935 
Series A-1936 
Series C-1937 
Series C-1938 
Series D-1939 - 
Series D-1940 
Series D-1941 


(matured) _____ 
(matured) _.- 
(matured) 


Total Series 


Series E 
Series 
Series 
Series 
Series 
Series 
Series 
Series 
Series 


E-1941 
E-1942 
E-1943 
E-1944 
E-1945 
E-1946 - 
E-1947 
E-1948 


10 
12 
9 
4 
4 


(3 months) —_- = 


$51 


Total Series E__- 


Teta Bers -A-B... ..co acess 


$255 


$56,011 


Percent 
Redeemed of 
Amt. Issued 


+Amount tAmount 
Redeemed Outstdg. 


97.25% 
96.11 
91.69 
42.67 
21.53 
19.71 
17.99 


$7 
18 
48 


$243 
445 
541 
288 
225 
243 
95 
$2,087 


43.58 


24.38 
37.13 
43.80 
44.81 
42.95 
30.90 
16.43 

1.00 


38.43 


361 
2,487 
,800 
9,735 


9°77 


ee i 
351 
666 

9 


6,160 
7,064 
5,681 
3,020 
3,388 

893 


,960 
,799 
958 
,372 
,054 

902 
$31,535 


$34,238 38.87 


,223 $19,687 


$21,774 


Series F and G: 
Series F and G-1941____--__-- 
Series F and G-1942___.._..---- 
Series F and G-1943--~__---.-_+ 
Series and G-1944_ 
Series and G-1945__ 
Series and G-1946- 
Series and G-1947- 
Series and G-1948 


1 
3 
3 
3 
3 
2 
2 


F 
F 
F 
F Bra Pee eee 
PF (3 months) 


Total Scries F and G 


Unclassified sales and redemptions_ 


Total Matured 
All Series—-Total Unmatured_ 


Grand Total 


*Less than $500,000. tIncludes accru 


$Includes matured bonds 


Our 


Reporter’s 


Report 


a 
































Yesterday’s offering of $35,000,- 
000 of new capital issues of Swift | 
é& Co., big packing firm, afforded | 
investors, particularly institutions, 

eir first opportunity in weeks to 

ake on the obligations of a cor- 
poration other than a utility. 
Bankers for the big Chicago 
comparv opened _ subscription 
books for $25,000,000 of new 25- 
year debentures, carrying a 
2% % coupon, and an additional 
$10,000,000 of one-to-ten year 
serial notes, all priced at par. 
Indications were that the issues, 
SITUATION WANTED 





Financial Writer 
REASONABLE SALARY 
Qualified to: 
}. Forecast market trends. 
2. Analyze individual securities. 
3. Talk convincingly. 


4. Appraise situations based on 
quick field visits. 


5. Write reports to stockholders. 


which have not been presented for payment. 


| 1.45% 


14.02 
16.40 
16.78 
13.04 
9.53 
6.01 
1.89 


,534 
,195 
,368 
,697 
,147 
,995 
,588 


=e 


94.42 
30.25 


31.33 


——— 


values. 


ed discount. tCurrent redemption 


seemingly well adjusted to cur- 
rent market conditions, would at- 
tract widespread interest, among 
other reasons for the fact that 
they would offer an opportunity 
for some measure of diversifica- 
tion. 

Carrying the 2%% rate and 
being of a bit shorter maturity 
than the rank and file of utility 
issues making their appearance 
the debentures naturally had 
special appeal. 

Meanwhile the serials focused 
the attention of fiduciary inter- 
ests having open spots into 
which the varying maturities 
would fit readily. 

The serials will provide the in- 
vestor with a return varying from 
on the 1949 portion to 
2.55% on the series reaching ma- 


turity in 1958. 


Consolidated Natural Gas 24s 

The syndicate which purchased 
and brought out the recent issue 
of Consolidated Natural Gas Co.’s 
20-year 2%4% debentures was dis- 
solved early this week. 

Brought out at 100%, the is- 
sue, left to take care of itself 
marketwise, appeared to settle 
around 1004 bid and 10014 of- 
fered indicating that by far the 
bulk of the debentures had been 
well-placed, 

Meanwhile it was reported that 
Gulf States Utilities Co.’s 30-year 
3s, brought out about the same 





Meeting Notice 


NORFOLK AND WESTERN RAILWAY 
COMPANY 








& Manage Statistical and Under- | 
writing Departments. | 


See samples of my work. Engi- | 
peering studies and C.P.A. back- 
round have helped balance my 
dgment and train me to make | 
bund decisions speedily. Box 
422, Commercial & Financial 
hronicle, 25 Park Place, New| 
ork 8, N. Y. 


Roanoke, Virginia, April 2, 1948. 
NOTICE OF ANNUAL MEETING 
OF STOCKHOLDERS 
The Annual Meeting of Stockholders of Nor- 
folk and Western Railway Company will b: 
heid, pursuant to the By-laws, at the principal 
office of the Company in Roanoke, Virginia, on 
Thursday, May 13, 1948, at 10 o’clock A. M.: 

(1) to elect three Directors for a term of 
three years, 

(2) to act upon a recommendation of the 
Board of Directors te rescind authority by 
stockholders to issue $100 par Common Stock 
and bonds convertible into such stock. 
Stockholders of record at the close of business 

April 23, 1948, will be entitled to vote at such 
meeting. ; 
By order of the Board of Directors, 
L. W. COX, Secretary. 


time at 101%4 were still available | 
at the issue price. 


Consolidated Edison 

Indications are that Consolidated | 
Edisen Co., of New York soon 
willget Public Service Commis- 
sion approval for its $57,382,600 of 
projected 15-year 3% convertible 
debentures, 

This undertaking is part of 
the general refinancing under- 
taken by the big metropolitan 
company but held up tempo- 
rarily and will be offered to 
common holders in the ratio of 
$5 principal amount for each 
share held. 

Funds raised will be used to 
retire 273,566 of the 2,188,890 
shares of outstanding $5 preferred 
to pay off bank loans incurred 
this year and to provide for part 
of new construction. 

The issue would be convertible 
intorcommon at $25 a share at the 
option of the holder. 


Revival in Equities 


The next few weeks holds 
promise of a substantial revival 
in plans of companies to seek new 
capital through the medium of 


equity securities. A number of po- 
tential large issues is now in 
prospect. 3 

Southern California Edison Co. 
is slated to offer 800,000 shares 
additional of $25 par convertible 
preferred stock the second week 
in May. This would be offered 
first to common shareholders with 
bankers agreeing to underwrite 


meeting the enormous demand for 
their products. 
Sunray Oil Corp. has gone | 
into registration covering a pro- | 
jected issue of 600,000 shares of | 
cumulative convertible pre- | 
ferred Series B of $25 par | 
which could reach market with- | 
in a fortnight or so. 
Halliburton Oil Well Cementing | 
Co. has filed to cover 730,000) 
shares of $5 par common. But 
here the company will not derive 
any of the funds since the stock 
is being sold by certain stock- 
holders, with 50,000 shares of the | 
total to be offered to employees | 


and the balance to the public. 


With A. M. Kidder & Co. 


(Special to THE Frnancrat CHRONICLE) 

MIAMI BEACH, FLA. — Ralph 
D. Hollowell is now with A. M. 
Kidder & Co., Alfred I. du Pont 
Builaing. He was previously with | 
Daniel F. Rice & Co. 


With Herrick, 
Waddell & Co. 


(Special to THe Financia CHRonicie) 

PALM BEACH, FLA.—Alexan- 
der W. MacDougall is with Her- 
rick, Waddell & Co., Inc., 55 Lib- 
erty Street, New York City. 


DIVIDEND NOTICES 











any unsubscribed portion. 


National Gypsum has 422,467) 


shares of $1 par common in reg- 


istration which could reach mar- | 


ket in the near future. 


Oil Company Financing 


Meanwhile some segments of | 
the oil industry are moving into | 
the market for new funds to en-| 


able them to expand facilities for 


DIVIDEND NOTICES | 








111 Fifth Avenue & New York 3, N.Y. | 


171stT COMMON DIVIDEND 


A regular dividend of Seventy-five Cents | 
(75¢) per share has been declared upon | 


the Common Stock (which includes former 
Common Stock B) of Tiit AMERICAN 
Tosacco ComPaANy, payable in 
June 1, 1948, to stockholders of record at 


cash on 


the close of business May 10, 1948. Checks 


will be mailed. 


Epmunp A. Harvey, 7reasurer | 


April 27,1948 











DIVIDEND No. 153 


An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable June 1, 1948, to 
stockholders of record at the close 


of business May 11, 1948. 
E. L. NOETZEL 


Treasurer 


April 27, 1948 











EATON MANUFACTURING COMPANY 


Cleveland, Ohio 
DIVIDEND NO. 94 


The Board of Directors 

of Eaton Manufacturing 
Company has declared a dividend of 
Seventy-five cents(75c) per share onthe 
outstanding common stock of the 
Company, payable May 25, 1948, to 
sitaretinlicts of record at the close of 
business May 5, 1948. 


H. C. STUESSY 


April 23, Secretary 


1948 














CARBON COMPANY 


One-Hnndred and Sixth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid June 10, 1948 to 
stockholders of record May 14, 1948, 
at 3 P.M. 





GEORGE L. BUBB 


Treasurer | 





i 


FERRO ENAMEL | 
CORPORATION | 


CLEVELAND, OHIO 


The Board of Directors of the Ferro | 
Enamel Corporation has this day de- | 
clared a Dividend of thirty-five cents | 
($.35) per share on the outstanding | 
common stock of the Company, pay- | 
able June 21, 1948, to shareholders of | 
record on June 4, 1948. 
G. W. WALLACE, Treasurer | 





April 20, 1948 








INTERNATIONAL 
HARVESTER 
COMPANY | 


} 
| 


| The Directors of International Harvester | 
| Company have declared quarterly divi- 
'dend No. 119 of one dollar and seventy- 
‘five cents ($1.75) per share on the 
| preferred stock payable June 1, 1948, 
|'to stockholders of record at the close 
of business on May 5, 1948. 


| Gerard J. Eger, Secretary 











Southern 
Railway 
CY Company 


DIVIDEND NOTICE 


New York, April 27, 1948. 


A regular quarterly dividend of Seventy-five 
Cents (75¢) per share on 1,298,200 shares of 
Common Stock without par value of Southern 
Railway Company, has today been declared 
out of the surplus of net profits of the Company 
for the fiscal year ended December 31, 1947, 
payable on Tuesday, June 15, 1948, to stock- 
holders of record at the close of business 
Friday, May 14, 1948. 

Checks in payment of this dividend will be 
mailed to all stockholders of record at their 
addresses as they appear on the books of the 
Company unless otherwise instructed in writing. 


J. J, MAHER, Secretary. 


KE 























= 








Business- 
Man’s 


Bookshelf 


Money, Debt, and Economic Ac- 
tivity—A. G. Hart—Prentice-Hall, 
Inc., 70 Fifth Avenue, New York 
11, N, Y.—paper. 


DIVIDEND NOTICES 


THE BUCKEYE PIPE LINE 
COMPANY 


30 BROAD STREET 
New York, April 26, 1948 
The Board of Directors of this Company has 
this day declared a dividend of Twenty *(a00) 
Cents per share on the outstanding capital 
stock, payable June 15, 1948 to shareholders 
of record at the close of business May 17, 1948. 


Cc. O. BELL, Secretary. 


25 BROAD STREET, NEW YORK 4, N. Y. 
The Board of Directors of th 7 ta 
e rd o irectors is Com has 
this day declared a dividend of 15c ver’ share 
on the outstanding Common Stock of the 
Corporation, payable May 15, 1948 to holders 
of record as at the close of business on May 


3, 1948, 
EDWARD FRAHER, Secretary. 























MAHONING INVESTMENT COMPANY 
The Board of Directors of Mahoning Invest- 
ment Company declared on April 23, 1948 a 
dividend of $5.00 per share on its Capital 
Stock, payable May 14, 1948 to stockholders 
of record at the close of business April 30, 1948. 


O'DONNELL ISELIN, Secretary. 





ROCHESTER 4 eienpones COAL 
The Board of Directors of Rochester &- Pitts- 
burgh Coal Company declared on April 23, 1948 
a dividend payable out of net profits for the 
year 1947 of $2.00 per share on its Common 
Stock, payable May 7, 1948 to stockholders 
of record at the c'ose of business April 30, 1948. 
O'DONNELL ISELIN, Secretary. 





ROCHESTER & PITTSBURGH COAL 
COMPANY 


The Board of Directors of Rochester & Pitts- 
burgh Coal Company declared on April 23, 1948 
a dividend pavable out of net profits for the 
year 1947 of 5° on its Preferred Stock, payable 
May 7, 1948 to Stockholders of record at the 
close of business April 30, 1948. 

O'DONNELL ISELIN, Secretary. 





THE UNITED STATES LEATHER CO. 
The Board of Directors at a meeting held 
April 28, 1948, declared a dividend of 50 cents 
per share on the Class A stock payable June 
15, 1948, to stockholders of record May 14, 1948. 
C. CAMERON, Treasurer 
April 28, 1948 








A semi-annual dividend of 65c per 
share on the Capital Stock, par 
value $13.50 per shore, has 
been declared, payable June 
29, 1948, to stockholders of 
record May 28, 1948. 


THE UNITED GAS IMPROVEMENT CO. 


JOHNS HOPKINS, Treasurer 
April 27, 1948 Philadelphia, Pa. 





SUBURBAN PROPANE GAS 
CORPORATION 


The regular quarterly dividend of 
$.15 has been declared on the Com- 
mon Shares of SUBURBAN PRO- 
PANE GAS CORPORATION, payable 
in cash on May 17, 1948, to share- 
holders of record at the close of 
business May 4, 1948. 
R. GOULD MOREHEAD, 
Treasurer. 











UNITED STATES LINES 
COMPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
sixty-two and one-half cents ($.6234) per 
share payable June 14, 1948 to holders of 
Common Stock of record June 2, 1948 
who on that date hold regularly issued 
Common Stock ($1.00 par) of this 
Company. 

Holders of former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exch for their 
holdings will be paid this dividend when 
exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y. 








56 (1916) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, April 29, 1948 








ec 
ee 


eee 





aes 





| fi 
| Sim 
ATT 


ization. 


Behind -the-Scene Interpretations 
from the Nation’s Capital 


Washington has 


And You} 


I 


the closing act will be primarily a matter of accident and only in|} 


small part a matter of design. 


There is every glaring evidence of this disorganization. ; 
up in the surprisingly large margin for public housing in the Senate. | 


It is indicated by such things as¢ 
the Joint Economic Committee 
scheduling several weeks of hear- 
ings on inflation, and then forget- 
ting it while one of its leaders 
campaigns for delegates. The 
anarchy of the situation is re- 
flected by two of the coolest 
heads of the GOP organization 
getting into a public disagreement 
about the continuance of farm 
price supports. 

The Congress thus is all but 
leaderless, and almost anything 
can happen. 


Take social security, for ex- 
ample. In the last minute rush 
to “do something for the voters” 
a House subcomniittee is fussing 
around with proposals for ex- 
pansion in coverage, but with 
no thought of the disagreeing 
ideas of others in Congress who 
will have to pass on the final 
result. Chairman Knutson of 
the Ways and Means Committee 
wobbles around on business tax 
revision so rapidly most people 
have given up trying to figure 
out what will happen, if any- 
thing, and when. Oue time he 
is for doing something about 
excise tax relief and then he is 
against it, and the next week 
he is for it again. One time he 
expects to have a revision bill 
ready in a short time and then 
he is for a month’s delay, and 
then he changes his mind again. 


One of the spectacles which has | 
got the well-wishers of the GOP | 
most depressed is the disagree- | 
ment between Chairman Hope of 
the House Committee on Agri- 
culture and Chairman Wolcott of 
the House Banking Committee on | 
the matter of continuing farm 
price supports. 

Chairman Hope brought out of 
his Committee a bill to deal with | 
the “90% supports,” which expire | 
at the end of this calendar year | 
unless continued by Congress. 
Hope’s bill would continue the! 
90% supports only on the “five | 
basics,” cotton, corn, wheat, | 
tobacco, and peanuts, plus milk. | 
For ali the other score of farm | 
commodities, Hope would lower 
the support levels to somewhere 
between 60% and 90%, at the dis- 
cretion of the Secretary of Agri- 
culture. Furthermore, the supports 
on the “non-basics’” would be 
dependent upon the promulgation 
of measures to restrict their pro- 
duction. 


Hope is aiming at a couple of 
things. For one thing, he 
doesn’t want something like 
another potato surplus to de- 
velop. High government price 
supports on perishable crops, he 
fears, will put the government 
once more in a position of sup- 
porting an overproduction of 
some of these perishable crops, 








OUR MOTTO 206 


Sheer persistency has made 


Many a client—Many a trade 


Herbert H. Blizzard & Co. 


123 South Broad St., Philadelphia 9, Pa. 
Clear thru—Montgomery, Scott & Co. 
New York & Philadelnhia 








| Banking Committee a bill which 
' would continue without change 
ithe present 90% 
| cott’s Committee was able to do 
‘this by virtue of an ambiguous 
feature of the Legislative Reor- 
| ganization Act, 
,assigned to the Committee on) 
| Agriculture jurisdiction over farm | 
\legislation, it also assigned to the 
| Banking Committee jurisdiction | 
‘over government lending agencies, 


| tween present 90% 


|“Legislative Budget” 


It shows 


and force the government to 
buy them up and dump them 
into the river. This could only 
lead to a discrediting of the idea 
of farm price supports gener- 
ally. 

Second, Hope aims to achieve a 
scaling down in the volume of | 
price supports under the perma- 
nent revision of the farm laws he 
is shooting at for 1949. A scaled- 
down temporary support would 
enable the new Congress next 
year to bridge over the gap be- 





' tween the present high supports | 


and a generally lower level. In 
short, it would make it easier to} 
get across the idea that the gov-| 
ernment’s liability for farm pros- 
perity should be a lesser liability. 


% % 


Chairman Wolcott, on the other 
hand, has had reported out of his} 


supports. Wol- 





While that act) 


including particularly, the Com- 


/modity Credit Corp. In the process | 
| of bringing out a bill to continue 
CCC, through which 


price sup- 
ports may be operated, the Wol- 
cott bill extends the present 
supports without change. 

All that the Hope and Wolcott 
bills have in common is that) 
whatever supports may be con-)| 
tinued are maintained until June | 
30, 1950. 

Wolcott’s philosophy is be- | 
lieved to be that it is just good 
politics not to tell farmers they 
can count on less than 90% 
price supports during an elec- 
tion year. Furthermore, in view 
ef a prospect of continued 
strong demand for food, few if 
any commodities are likely to 
drop to support levels. So this 
gesture would cost little or 
nothing and might save the 
GOP some votes. 


This disagreement, however, | 
will not reach the open “battle’’ 
stage. Wolcott, who personally 
gets along well with Hope, will 
ask for a rule which will permit 
the House to take its choice be- 
supports and | 
a lowered scale of potential gov- 
ernment benevolence. 


Congress has just about given 
up the idea it can do something 
to reform this year its impractical 
procedure 
which requires the 109 members 
of the taxing and spending com- 
mittees of Congress to frame a 
“Legislative Budget” by Febru- 
ary 15. There had been hopes that 
the date of the so-called legisla- 
tive budget could at least be 
pushed back to some more prac- 
tical time later in the session, 
when the fiscal picture would be 
clearer. There was also hope that 
the membership of the cumber- 
some committee could be reduced 
to something more like a working 
committee and less like a con- 


vention. 


Under the present chaotic out- | 


_ look, almost anything ean happen | 
.at any time, but few.-now have | 


| 
i 
i 
| 
; 


| 


Congress now has reached a state of almost complete satogais| 
Hence almost anything which happens from here on until | 


BUSINESS BUZZ 







































































““I don’t care if things are a bit slow—stop renting the board!’”’ 


hopes that this change can be 


| made in the short time remaining. 


Accepted view of many of the 
professional politicos is that the 
leading candidates for the GOP 
presidential nomination now 
are Senator Vandenberg and 
Speaker Martin. The theory is 
now that instead of a deadlock 
between Senator Taft and Gov- 
ernor Dewey, there will be a 
deadlock among Taft, Dewey, 
and Stassen. 

This leaves Vandenberg and 
Martin as the two outstanding 
“dark horses.” If the three could 
get together, the talk around 
here is that, denied the nomina- 
tion themselves, the three would 
most likely pass the honor to 
the Michigan Senator. It doesn’t 
follow for sure, however, that 
the three can get together, or 
that if they do, they can deliver 
the bulk of their following on 
a deal. Martin. might have a 
chance to do some decisive work 
in the event of the expected 
deadlock. 


It is now being said that there 
is a deep-seated conflict between 
the philosophy of the present ma- 
jority of the Federal Reserve 
Board, under the leadership of 
Vice-Chairman Eccles, and the 
new Chairman of the Board, 
Thomas B. McCabe. 


In its house-written book ex- 
plaining “The Federal Reserve 


System, Its Purposes and Func-' 


| Federal s 
regulate the supply, availability, | 


tions,” the FR Board leads off 

with this opening statement: 
“The principal purpose of the 

Reserve System is 


and cost of money with a view 
to contributing to the maintenance 
of a high level of employment 
stable values, and a rising stand- 
ard of living.” 

This is the function of con- 
tributing to the planned economy 
and its leading exponent is Mr. 


| Eccles. 


Mr. McCabe, on the other 
hand, is said to believe that the 
Federal Reserve System was set 
up as its statute says, for the 
purpose of serving industry, 
commerce, and agriculture with 
credit. He sees the FR system as 
a service organization, and not 
as an agency to help warp the 
economy down the planning 
road. 


There is a great deal of history | 


behind the Republican move to 
get nasty about President Tru- 
man’s nominations of a lot of of- 
ficials for terms running into or 
beyond the Administration which 
will be elected next November. 
The row was touched off over 
Truman’s insistence upon reap- 
pointing David Lillienthal as 
Chairman of the Atomic Energy 
Commission for five years. 

Mr. Truman thinks it is just 


awful and political that the 
Senate might want to hold up 


to | 


some high officials from getting 
these terms. 


Back in December, 1932, after 
the voters had selected Roosevelt 
and rejected Hoover, the Demo- 
crats, with dissident Republicans, 
had a practical working majority 
of the Senate, even if the Repub- 
| licans had nominal control of the 
Senate. The late Senator Robin- 
son, then the Democratic Leader, 
announced on Dec. 14, 1932, that 
the Senate would confirm no 
nominees other than pro-forma 
nominees’ (like officers of the 
foreign service or the armed 
services) whose terms extended 
beyond March 4, 1933, the date of 
the first Roosevelt Administration. 


Robinson made this policy 
stick. It had some queer effects. 
The late Rep. Charles Crisp of 
Georgia, rated as an outstanding 
Democrat, was defeated when 
he ran for the Senate after 
championing the sales tax which 
the then Democratic House 
Leader Garner kicked over as 
being too dangerous te the 
party. Hoover felt that he 
should reward an outstanding 
Democrat who had done public 
service, so nominated him to 
the Tariff Commission. The 
sae refused to confirm 
im. 


Still farther back, in 1920 the 
Republicans had control of the 
Senate after the 1920 election, 
| and in the “lame duck” session of 
1920-21 refused to confirm the 
| nominees of President Wilson, 


So keeping jebs open for a 
_ new Administration to fill is a 
| fairly well established custom. 


Joins Herbert S. Wolff 


(Special to Tue Financiat CHnronicie) 


SOUTH BEND, IND.—J. Erric- 
son Worden has become associ- 
'ated with Herbert S. Wolff Se- 
curities Co., J. M. S. Building. 





Texas Gas Transmission 
Memphis Natural Gas 
U. S. Finishing 
Dorset Fabrics 
Tidelands Oil 
Tucker Corp. 

Soya Corp. 


M.S. Wien & Co. 


ESTABLISHED 1919 
Members N. Y. Security Dealers Ass'n 
40 Exchange Pl.,N. Y.5 HA. 2-8780 

Teletype N. ¥. 1-1397 








Trading Markets: 


Ralston Steel Car 
Oregon Portland Cement 
Riverside Cement A & B 
Spokane Portland Cement 


LERNER & CO. 


Investment Securities 


10 Post Offite Square, Boston 9, Mass. 


Telephone Hubbard 1590 Teletype BS 69 
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Firm Trading Markets 


FOREIGN SECURITIES 
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‘alata RS me 2 - aie 
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CARL MARKS & CO. INc. 


FOREIGN SECURITIES 
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New York 4, N. Y. 





Empire Steel Corp. 
Susquehanna Mills 


Hill, Thompson & Co., Inc. 
Markets and Situations for Dealers 
120 Broadway, New York 5 
Tel. REctor 2-2020 Tele. NY 1-2660 














